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FOEEWOED 

A number of persons interested in health and accident 
insurance have urged that the accon^anying report be 
printed and have offered to bear personally the expense 
of publication and circulation. The acceptance of these 
offers has not seemed fair to me and the arrangement for 
publication has been made so the expense will be borne by 
those who should receive the benefit. 

The value of the report lies in the fact that it is, I be* 
lieve, the first attempt to cover the subject in its entirety. 
I am indebted to all the health and accident insurance 
men and women, company ofBcials, employes, and agents 
who have discussed the subject with me, to those who 
have presented complaints to the department on settle- 
ments, to officials and employes in insurance departments 
and to persons interested in other lines of insurance, for 
the clarification and systematization of the ideas of health 
and acddent insurance presented. I desire especially to 
express my appredation to Mr. L. A. Anderson, Chief 
Actuary of the Central Life Assurance Society of Des 
Moines, Iowa, for encouragement given to me over a 
period of years to persist in the study of this branch of 
insurance, so crude in its organization and development 
but of such unlimited possibilities, and for insisting that 
I hold fast during such study to the fundamentals of 
insurance. 

My earnest hope is that the publication of this report 
will assist in the developm^it, proper organization, and 
growth of this branch of insurance. 

Thouas p. Nblbon. 
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October 6, 1919. 

HoK. PiiATT Whitmak, 
Conunissioner of iDBnrance, 
Madison, Wisconsin. 

Dear Sir : 

I submit, herewith, a report of the invoBtigation of 
Health and Accident Policy Forms. 

The report is divided into two parts. Part I gives the 
argnment for the form prepared as a Standard Health 
and Accident Policy Form, providing all the inaurance 
authorized by the Standard Provisions Law. Part II is 
a discussion of the criticisms and objections made to the 
Standard Form by the insurers. ^vt 

Bespectfully submitted, 

Thouas p. Nsifoir, 
Health and Accident Policy Examiner^ ^ 
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Health and Accident Insurance Policies 
under the Standard Prouisions Lam 

On May 21, 1919, and August 29, 1919, respectively, the 
attached letters and forms were sent out from the Depart- 
ment 

Only the Revised Policy is printed. The Optional In- 
demnities sn^ested on May 21 follow the policy. 

May 16, 1919. 
To the Person Addressed: 

Mr. Nelson, health and accident policy examiner in this 
department, has made an exhaustive study of the prob- 
lem of health and accident insurance. He has asked per- 
mission to submit a form of health and aeddent policy 
for critidsm and suggestion. Permission has been 
granted, and he is submitting his policy form. 

Tours very truly, 

Platt Whitman, 

Conmiissioner. 

May 21, 1919. 
I am enclosing herewith a copy of a health and acci- 
dent insurance policy form which is designed to provide 
all of the insurance authorized by the Standard Provi- 
sions Law. Any of the kinds of insurance, namely, loss 
of life by accident, loss of time by accident, loss of time by 
disease, loss other than that of time by accident, and loss 
other than that of time by disease might be omitted from 
a policy, or a policy might provide insurance for any one 
or more of them. The amount of insurance provided for 
any of these kinds of insurance and the period during 
which payments would be made might vary for each kind 
of insurance. 
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2 Health and Accident Policies 

Provision is made, in accordance with the law, as you 
will observe, for excepting from a policy any accident or 
disease, or classes of either of them. Where an appli- 
cant has already suffered a specific bodily loss, the amount 
of insurance provided for loss of time and the amount of 
the periodic benefits might be reduced by a rider to be- 
attached to a policy. The insurer might be relieved from 
liability for loss other than that of time by an exception 
in Qie body of the policy. Where an applicant is afiOicted 
with a chronic or recurrent disease as shown by the 
application, the insurer might be relieved from liability 
for loss from the disease by exceptions in the body of the 
policy. 

The restrictions and limitations in policy forms now 
issued, namely, immediate disability from accident, the 
attendance of a physician or surgeon, confinement to the 
house, etc., have been omitted, because the law does not 
authorize these kinds of insurance, and, therefore, they 
are not properly parts of a contract, but pertain to the 
proof of loss. For the same reason the common provi- 
sions for the payment of reduced benefits in cases of par- 
tial disability have been omitted and also because they 
are in conflict with the regulations of the Standard Pro- 
visions Law, prohibiting any provision in a policy "lim- 
iting the amount of indemnity to a sum less than the 
amount stated in the policy." 

The "Optional Indemnities" enclosed herewith are 
merely suggestive. The insurer could modify, limit, 
restrict or enlarge them in any way desired. An optional 
indemnity might be formulated to provide for claims 
where loss of time was not total. These optional indem- 
nities concern the adjustment of claims and are to relieve 
claimants from the necessity of making periodic proof of 
loss and the insurer from clerical work in adjusting 
claims. They should not be incorporated into the policy 
proper, but might be endorsed or printed thereon or 
attached thereto. 
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Under Standard Provisions Law 3 

Under tlie policy form submitted, claims would be 
proved ou forms somewhat different from tttose now 
UBed. Claimants might be required to show when dis- 
ability began, when and where a physician attended, 
whether or not they were confined to the house, what 
duties of their occupations they were unable to perform, 
what income had been lost, what expenses had been incur- 
red, etc. The purpose of the forms would be to obtain 
evidence of actual loss from a cause covered by a con- 
tract. 

This form is submitted to you for criticism and to 
obtain suggestions, in the hope that through simple, hon- 
est policy forms the business may be put upon a better 
basis, and the department thereby be freed from the 
greatest source of complaints. 

Yours very truly, 

Thomas P. Nelson, 
Health and Accident Policy Examiner. 

August 29, 1919. 
Dear Sir : 

Enclosed herewith is a revision of the Health and Acci- 
dent Policy Form sent to you with my letter of May 21, 
1919. 

The phraseology has been changed by the greater use 
of phraseology from the Standard Provisions Law. The 
only substantial change in the policy is the elimination 
from the portion of the policy providing indemnity for 
"loss other than that of time from accident or sickness" 
of the provision for the periodical ascertainment and 
payment of indemnity. This elimination has been made 
because the lapse of time does not measure the loss to the 
insured due to expense for care and treatment of the per- 
son of one suffering from disability. 

It was very apparent that many of the writers of criti- 
cisms of the policy form submitted had not made a care- 
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4 Health and Accident PolidM 

fnl stndy of tiie Standard Provisions Lav under which 
health and acddent policies must be formulated. I deure. 
therefore, at this time, to reiterate the opening statement 
of my letter of May 21, regarding the policy form sub- 
mitted, namely, that "the policy form is designed to pro- 
vide all the insurance authorized by the Standard Pro- 
visions Lav". If you have any criticisms or suggestions, 
which will further this design, I shall be very glad to 
receive them. 

Tours very truly, 

Thouas p. Neibon, 
Health and Accident Policy Examiner. 



Reuised Polio 

1. THIS POLICY PEOVID: 
HEREIN LIMITED AND PRO' 
LIFE BY ACCIDENT, AND 

AND FOE LOSS OTHER TH 
FROM ACCIDENT OR SICKN 

2. THE LIFE FROM ACCID! 
AND EXPENSE FROM ACCIL 
INSURANCE COMPANY. 

3. In consideration of the sta1 
tions made in the application f 

premium of , dollars 

inafter limited and provided, . . 
from to 
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3. Substitute where the premium is to be paid in 
instahnents. 

In consideration of the statements and representa- 
tions in the application for this policy and of a pre- 
mium of dollars, which premium is to be 

paid in - instalments on or before 

of each , hereby 

insures, as hereinafter limited and provided, 

from to , 

which insurance is subject to lapse by the failure of 
the insured to pay any instalment of the premium 
as hereinbefore provided and to reinstatement after 
lapse as provided in Standard Provision Number 3. 



4. LOSS OF LIFE BY ACCIDENT 

This policy provides indemnity for loss of life of the 
insured by accident in the sum of . ., dollars. 

5. LOSS OF TIME BY ACCIDENT 

This policy provides indemnity for loss of time from the 

bodily injury of the insured by accident, except 

in the sum of 

dollars, 

which indemnity is payable as provided in Standard Pro- 
vision No. 10, at the rate of '. dollars per 

month for the period of months, subject 

to due proof of loss or damage by the insured. 

6. LOSS OF TIME FEOM SICKNESS 

This policy provides indemnity for loss of time of the 

insured from sickness except 

in the sum of dollars, 

which indemnity is payable as provided in Standard Pro- 
visions No. 10, at the rate of dollars 

per month for the period of months, 

subject to due proof of loss or damage by the Insured. 



,. Google 



6 Health and Accident Polidea 

7. LOSS OTHER THAN THAT OF TIME FROM 

ACCIDENT OR SICKNESS 

This policy provides indemnity for loss other than that 
of time for expenses (medical, hospital and nursing 
expenses, and expenses for medical appliances) neces- 
sarily incurred by the insured in the care and treatment 

of his person and resulting from sickness, except 

or the bodily injury of the insured 

by accident except in the sum of 

dollars, subject to due 

proof of loss by the insured. -^ 

8. STANDARD PROVISIONS 

9. IN WITNESS WHEREOF, The Life from Acci- 
dent, and the Time and Expense from Accident and Sick- 
ness Insurance Company has caused this policy to be is- 
sued by its subscribing officers at Paradise, Wisconsin, 
this day of ,19 



President. 
Secretary. 

OPTIONAL INDEMNITIES 

{May be used if the policy does not provide indem- 
nity for loss of life from accident.) 

Accidental Death. If such injuries shall be the 
sole cause of the death of the assured, upon due proof, 
the designated beneficiary shall have the option of 
taking the present value of the unaccrued indemnity 
for loss of time commuted at the rate of six per cent 
annual interest. 

Specific Injuries. If such injuries shall be the sole 
cause of a specific bodily loss named in the schedule below, 
for thirty days thereafter the assured shall have the 
option of taking the present value of the unaccrued indem- 
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city conmmted at six per cent annual interest and based 
on the relation of snch specific loss to the maxinrnm 
indenmity as follows : 

Loss of both hands, the Maximum Indemnity 
Loss of both feet, the MasimTim Indemnilrf 
Loss of one hand and one foot, the Mazimmn 
Indenmity 
Loss of both eyes, th« Maximum Indenmity 
Loss of one band or foot. One-third the Maximum 
Indemnity 

Loss of one eye. One-third the Maximum Indenmity 
Loss of hand or foot shall mean complete severance 
at or above the wrist or ankle joint. Loss of one or both 
eyes shall mean total and irrecoverable loss of sight 
thereof. 

SuBGicAi. Oi^RATioNS — Reimbubsement. If bodily in- 
jury or disease covered by this policy necessitates an 
operation described in the schedule set forth below, and 
such operation is performed upon the Insured by a sur- 
geon within ninety days from the date of accident or 
commencement of disability by disease, the company, in 
lieu of the indeomities otherwise payable for loss other 
than liiat of time (including medical and hospital 
expenses, expense of nurse, etc.), will reimburse the 
insured the amount expended by him for such operation 
not exceeding the limit therefor according to the said 
fcchedule. If more than one such operation shall be per- 
formed on account of injuries sustained in any one acci- 
dent, or on account of one illness, the limit of reimburse- 
ment shall be the largest sum specified in the schedule for 
any one of the operations so performed. 

SCHEDULE 

Abscbsb OB Celluutib, Incision $ 

Abdomen, Cutting into Abdominal Cavity 
for diagnosis -or treatment of organs 
thierein 
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Imputation of 
Entire Hand, Forearm, or Foot . 



Appekdicitis, 



Registration and Identification. Tiie company has 
registered the name of the assured upon its records at 
its home oflBce. If by reason of accidental injury while 
this policy is in force the assured shall be unable to com- 
municate with friends or relatives, the company will 
defray all necessary expenses of placing the assured in 
communication with and in care of friends or relatives, 

not exceeding the sum of dollars. The 

benefits given by this paragraph are in lieu of, and are 
to be deducted from the benefits to which the insured 
may be «ititled for loss other tiian that of time. 
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Attitude of bunrers Bdf tun Enactment of Standard Prvtiiioiu 
Law 

An examination of Health and Accident Insurance Pol- 
icies issued liefore the enactment of the Standard Pro- 
visions Law and deductions from the report of the exam- 
iners for the National Convention of Insurance Com- 
missioners in 1911 discloses that the insurers whose oper- 
ations fixed the plane of the business exercised powers, 
claimed rights, and indulged in practices in disregard of 
their duties and obligations. These insurers insisted they 
had a right to make any kind of contract they pleased 
with individuals. The right to contract was free, milim- 
ited, unregulated, and unrestricted. Sununarized, the 
claims of these insurers might be stated as follows : 

An insurer had a right to issue a contract providing a 
specific benefit (regardless of the loss or damage suf- 
fered), for a particularly described bodily loss or dis- 
ability (i. e., death to occur within a certain time of the 
accident; death not to be by reason of infection; loss of 
Iiand or foot to be above a certain joint; loss of sight to 
be irrecoverable ; disability to be immediate on the acci- 
dent; disability to be of such a character as necessarily 
to confine claimant to his bed, or house; disability to be 
such as to make claimant onable to perform a certain 
part of his work, all, three-quarters, one-half, one-quar- 
ter ; disability to be such as to require the weekly attend- 
ance of a legally qualified physician or surgeon, etc.); 
from a particularly described accident or disease or a 
class of such accidents or diseases (i. e., wrecking of a 
railroad passenger car or vessel; struck by lightning; 
burning building; automobile accident; travel accident; 
sxMiident in insured's occupation; accident not in occupa- 
tion ; accident in certain place ; accident at certain time ; 
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tabercnlosis ; boils ; carbuncles ; felons ; lumbago ; diseases 
of generative organs; insanity; heart disease; cancer; 
disease of respiratory organa, etc. ) . The premitnn in sudi 
contracts need not be common to the insured ; there might 
be a different rate for every individual. Indemnity for 
loss was not basic to such contracts. The bodily losses 
or disabilities and the specific benefits therefor included 
in such contracts might vary with every contract The 
accidents and diseases included in these contracts might 
vary with each contract. 

It might be stated as a fact that these policies were 
formulated at first for individnals. Later, they were 
issued to classes made either by occupation or because of 
exposure to a like hazard as to certain accidents or dis- 
eases, or a like hazard of specific bodily losses, either in 
a sub-class of an occupation or outside of occupation. 
Still later, they were issued to any and every person 
regardless of their applicability to the individuals insured 
under them. (For instance, a travel accident policy fairly 
reasonably insuring a traveling salesman in his occupa- 
tion, would be issued to a farmer who did not travel on a 
railroad once a year; or a policy calculated to insure 
against the loss of a hand by a punching machine would 
1)6 issued to an office clerk where there was practically no 
liability to meet with the loss specified). 

The following is quoted from the president of a cas- 
ualty company on the character of the policies issued by 
the insurers. 

"The primary object of this sort of protection was 
and should be, to provide an income to the wage- 
earner when hjs wages are cut off by unfortuitous 
circumstances. The principal object of the first 
miderwriters seemed to be the production of some- 
things that could be sold. Therefore, in order to fur- 
nish a marketable commodity they sought to issue a 
policy at a popular price and the almost universal 
price was $1.00 per month. The attempt was made to 
confine the benefits promised to what adoUar would 
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pay for, but lack of experience made it practieallj 
impossible to determine with any degree of accuracy 
jnst what could be proroised for such a premimo, 
having in mind the great diversity in the occupations 
and habits of the insured; and as the competition 
increased, greater and more fancifnl promises were 
made mitil the policy became more of a literary and 
insnrMice monstrosity than the product of scientifio 
underwriting. As one company would add a liberal 
. provision to its policy, tiie other companies would 
try to ontdo it, mitil finally the policies were so pre- 
pared that it would require a mathematician to de- 
termine what, if anything, a policyholder was enti- 
tled to in case of a claim. The policy would provide 
for a certain amount of indemnity in case of accident, 
or sickness, then in some hidden clause there would 
be a provision that only a fraction of the amount 
promised would be payable under certain conditions, 
and a different fraction under slightly different con- 
ditions, and so on, until a study of the policy forms 
in general led one into a maze from which he was 
only able to extricate himself by giving the matter 
up in disgust. This condition existed until within a 
very few years, when by the aid of aecmnnlated exper- 
ience, the disadvantage and undesirability of these 
added curiosities became apparent and it was soon 
demonstrated that the companies must prevent the 
loss which a liberal construction of such policies 
would entail. This was attempted by cutting down 
the claims and refusing payment on the sUghtest 
technicality." 

It is fitting at this point to observe that the settlements 
of claims were very unsatisfactory under the conception 
of health and accident insurance which makes liability 
dependent on the occurrence of a particular disease, or 
an accident happening from a particular instrument, or 
at a definite time or place, or resulting in a specific bodily 
loss or disability, and the amount of liability a guilded 
guess of the insurer, to call attention to the address of 
Honorable John T. "Winship, of Michigan, before the 
National Convention of Insurance Commissioners in 1915, 



,. Google 



12 Health and Accident Policies 

in which he points out the frand and deceit which are 
practiced when a special or limited accident or health 
policy is foisted upon a person not liable to the hazard 
covered, and the injustice and inequity which are per- 
petrated when the phrases, "confinement to the honse," 
"attendance of a physician," "total disability," and 
similar phrases are applied literally in the settlement of 
claims. 

Attitude of Courts 
When policies of the character described came before 
the courts for construction they were held to provide 
insurance against loss from accident or sickness. The 
limitations or restrictions on the character of the disabil- 
ity, designed to determine liability, were held inappli- 
cable, or the courts held that the particular disability or 
loss on which the claim was based was included within 
the meanii^ of the contracts. The insurers constantly 
and persistently endeavored to limit recovery to the 
amounts provided for specifically described bodily losses 
or disabilities, which in turn were restricted and limited 
by other clauses in the policies to those resulting from 
certain accidents or diseases, and rejected claims for 
indemnity for losses not resulting from bodily losses, 
injuries, or disabilities particularly described in the poli- 
cies and from certain accidents and diseases. The fol- 
lowing quotation from Eichards sums up the general 
attitude of the courts : 

"The accident policy illustrates conspicuously, on 
one hand, the disposition of the insurers to narrow 
liability by the addition of restrictive clauses, and, 
on the other hand, tiie determination of the courts to 
hold the company to the principal obligation of the 
contract by evading exceptions which are unreason- ■ 
ably inconsistent with the main purpose of the con- 
tract." 

The courts looked to the cause of loss and generally 
disregarded exceptions of results as misleading and 
deceiving the insured. Sheanon v. Pac. Mut Life. Ins. 
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Co., 77 "Wis. 618 ; Lord v. Am. Mnt. Ace. Ass 'n, 89 Wis. 19. 
It is true that the courts were not always consistent in 
their holdings but this was the final and general consensus 
of the opinions. See notes in L. E. A. and A. & E. Ann. 
Oases on "confinement to the house," "blood poisoning," 
etc. See also Gary v. Preferred Ace. Ins. Co., 127 Wis. 67 ; 
French v. Fidelity & Casualty Co., 135 Wis. 259. 

The law of some of the states still and of some otiier 
states before the enactment of the Standard Provisions 
Law might be construed to authorize contracts promot- 
ing specific benefits for specifically described bodily 
losses and physical disabilities. When this fact is con- 
sidered in connection with the further fact that the courts 
have been sadly lacking in a knowledge of the principles 
of insurance and secured no help from attorneys, the in- 
consistencies in the decisions are explained and the de- 
cisions where such lack of knowledge of insurance is man-' 
ifest lose their force and value. 

Accident and disease as causes of the loss insured 
against in these healUi and accident contracts were care- 
fully distinguished and differentiated. The term "acci- 
dent" was given a technical meaning and distinguished 
from the general term. In a general way, tiie technical 
term had the element of means exterior to the body of 
the insured and the additional element of force or vio- 
I^Lce. Disease as a cause of disability was held to orig- 
inate within the body, or, if orig^ating outside of the 
body, was by means not appreciable to the senses. Kel- 
sey V. Continental Casualty Co., 8 L. R. A. (N. S.) 1014 
and note; Berry v. United Commercial Travelers, 1916B 
L. E. A. 617, and annotation; Fidelity & Casualty Co. 
V. Johnson, 30 L. R. A. 206, and note. 

What Losses Included in Contracts 

When policy forms were practically unregulated by 

statute law, and were so formulated that some clause or 

provision could be invoked upon which liability might be 
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denied or the iDdemiiity reduced to almost nothing, the 
<x>nrts, in order to construe the contracts as designed to 
provide real insnrance, indulged in the most sophistical 
and specious refinements of reasoning to eliminate inequi- 
table limitations and restrictions from Qie contracts and 
to import terms or phrases on which to base a recov- 
ery. The loss of feet was construed to mean the loss 
of the use of the feet ; self destruction by an insane per- 
son was held to be doe to accidental means; a dead body 
was held to be a visible mark of an aoddent on the body 
of the insured; the limitations on the term "accident" 
were disregarded and a policy was held to include unan- 
ticipated or unexpected results of causes which were 
not accidents; death by inhaling gas was held due to 
external and violent means ; uid so forth almost endlessly. 
Cases were treated individually, and a recovery and the 
amount of a recovery in the courts were limited only by 
the subtlety of the courts. Despite the attitude of the 
courts the insurers continued to reject and reduce claims 
most nnjnstly. 

National Convention of Commissioners in 1911 

The scandal arising from the settlements of healtii and 
accident claims was finally taken under consideration by 
the National Convention of Commissioners. 

A conmiittee was appointed to examine settlements and 
report to the convention. The committee gave particular 
attention to the settlements of death claims, although the 
percentage of such claims of those examined was small. 
The committee did not consider policy forms and pro- 
visions from the legal, equitable, or insuruice standpoint, 
but judged the settlements by a literal application of the 
policies and provisions to the facts of the cases ; that is, 
they applied the policies as construed by the insurer. 
Even mider such a construction of the policies, the com- 
mittee found that grossly mijust advantage was taken 
of claimants by some of the insurers. Notices of claims 
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were disregarded or liability was arbitrarily denied 
regardless of policy provisions. Claims were reduced and 
prorated on false grounds, and were prorated two and 
three times. Policies were suppressed and secured from 
prospective claimants by crooked practices, so claims 
conld not be presented. Accumulations and double indem- 
nities were concealed or denied. Suits were protracted 
by dilatory tactics. "When advantageous to tlie insurer, 
epedfic indemnities were construed as indemnity 
for loss of time, and when advantageous to the insurer 
were construed as the valued benefit for a specific bodily 
loss without any relation to loss of time. Snrgical and 
medical benefits provided in the policies were ignored. 
Claims were adjusted without the actual loss sustained 
by claimants being ascertained and given consideration, 
but on the tiieory that there was no liability unless a spe- 
cific bodily loss or disability, carefully defined and 
described and limited and restricted, had been sustained. 
In the partial report of the committee made in 1911 prior 
to the completion of the examinations, the committee 
obviously appreciated that the inequities brought to light 
by the examinations were due largely to the involved, 
technical, ambiguous, complicated, and inapplicable pol- 
icies being issued, which were not formulated to provide 
insurance, but were designed primarily to evade court 
constructions and were used by many of the so-called 
insurers to reject and reduce claims. The committee, 
therefore, recommended legislation which would require 
policies to insure against loss from all accidents and all 
illnesses except such as the experience of the insurera had 
shown they should not insure against. The committee 
reported : 

"The experience of the companies in this field is 
now sufficient so that they ought to know what risks, 
either of illness or accident, they should not insure 
against. The policyholder should be insured in full 
or not insured at all. The clauses in question (the 
one-fifth, one-tenth and similar clauses), while in 
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some cases intended to give the insnred eomething 

rather than nothing, are usually availed of to force 

Bettlements and to fight suits." 

On the matter of the amount of insurance provided by 
a policy the committee recommended legislation which 
would permit of prorating downward only in cases of 
actual change of occupation, which would provide for 
prorating upward when equity would so require, and 
which would prohibit double and triple prorating. The 
obvious effect of the adoption of the concrete recommen- 
dations of the committee would be the execution of the 
general purpose to make indemnity for loss the basic 
element in these policies. 

The only other primary recommendation of the com- 
mittee for legislation which might affect the character 
and form of the policy, was the recommendation that the 
ignoring or denial of liability on an accnmulation or 
double indemnity provision in a policy should subject the 
insurer to punitory damages for double the benefits so 
ignored or denied. Manifestly, this recommendation was 
designed to prevent fraud and deceit on the part of the 
insurer. The committee also recommended legislation 
which would make the application a more vital factor of 
a policy. While the investigations of settlements were in 
progress, Workmen's Compensation Laws had been 
worked out on a scientific basis and enacted in several of 
the states. The committee had the benefit of the work 
done in the preparation of these laws and obviously 
availed itself thereof in making its final report. 

The final report of the committee of the Commission- 
ers' Convention was made in 1912. Conformably with a 
resolution, adopted imanimously at the time the commit^ 
tee made its partial report, directing the committee to 
"continue its investigation both into the facts and of 
proposed remedies and when such investigation is, in its 
judgment, substantially completed, such committee pre- 
pare the draft of a proposed uniform bill that will carry 



,. Google 



Under Standard Provisions Law 17 

out its conclusions," the committee presented a Standard 
Provisions Bill, governing health and accident insur- 
ance companies, perfected through the efforts of the 
special conunittee, a subconunittee, and the active 
cooperation and' assistance of the committee of the com- 
jianies operating in this field. The report was unani- 
mously approved by the Commissioners' Convention and 
has been enacted in more than thirty of the states as the 
Standard Provisions Law. 

It is only fair to state that the investigation disclosed 
tiiat many of the insurers appreciated that the primary 
purpose of an insurer is to pay claims, and that they were 
restricted and tiiwarted in the execution of this purpose 
because of chaotic conditions, lack of system and regula- ' 
tion in the business, and especially because of unfair and 
vicious competition. 

Standard Provisions Law 

The manifest purpose of the law was to provide rules 
and regulations for formulating standard forms of pol- 
icies which should be adaptable to all individuals as to 
the amount of insurance provided, as to the perils or 
risks covered, and as to the kinds of losses for which 
indemnity might be provided. 

The requirement of the law tiiat a schedule of premium 
rates and a classification of risks be filed with the depart- 
ment with each policy form ia evidence of a purpose to 
make each form of policy adaptable to every individual ; 
that portion of the law providing for exceptions from a 
policy is evidence of a purpose to make the cause of loss 
determinative of liability; and the provisions of the law 
with respect to the character of the losses for which 
indemnity might be provided and paid is evidence of a 
purpose to classify indemnity. 

The law not only regulates and prescribes the forms 
of policies but through the Standard Provisions pre- 
scribes the procedure to be followed in the settlement of 
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elaimB. The purpose back of the law wsb to introduce 
Qrder and system into this branch of insurance which, 
theretofore, was a veritable chaos. This purpose is evi- 
denced not only from the affirmative mandatory require- 
ments and regulations of the forms of policies, bnt is 
emphasized by the provisions of the law as to forms which 
might be issued not complying with the law. SubsectioB. 
(9) provides: 

"Other forms valid. A policy issued in violation 
of this act shall be held valid bnt shall be construed 
as provided in this act and when any provision in 
such policy is in conflict with any provision of this 
act the rights, duties and obligations of the insurer, 
the policyholder and the beneficiary shall be governed 
by the provisions of this act." 

Obviously, a policy not formulated in harmony with all 
of the regulations and restrictions of the act would be 
issued in violation of the act. A policy not providing the 
kinds of indemnities classified in the act, and not provid- 
ing that the losses shall be due to the causes mentioned 
in the act is in violation of the act. 

The law standardizes health and accident policy forms, 
although the phraseology for the different forms of pol- 
icies contemplated and authorized and the combination of 
these forms is not definitely prescribed. No attempt is 
made in the law definitely to fix the amount of indemni- 
ties or the premiums, or to make a definite classification 
of risks, except that the law provides by implication that 
a classification of risks must be based on occupation, for 
under no other classification can the insurer, under the 
law, obtain lai^er premiums from more hazardous risks 
or reduce the benefits on settlements of claims. 

The Standard Provisions Law radically limits the kind 
of health and accident policies which may be issued. 
Based on the classification of indemnities the kinds of 
policies providing insurance against loss by accident are 
limited to three, loss of life, loss of time and loss other 



,. Google 



Under Standard Provisions Law 19 

than that of time, and the policies providing insurance 
against loss from sickness are limited to two, loss of time 
and loss other than that of time. By the provision of the 
law permitting exceptions from a policy the number of 
different forms of policies, i. e. different kinds of insur- 
ance, which may be formulated under the law is un- 
limited but none of the insurers apparently have ap- 
preciated that Umited policies might be formulated under 
the law. The almost invariable practice when formu- 
lating limited policies is to enumerate the specific in- 
demnities and to make few exceptions of acddents and 
diseases. The limit on the number of forms of policies 
arises out of the regulations which the law makes of the 
requisite elements of these contracts, and the interrela- 
tion of the different elements by reason of the regula- 
tions. In the case of Williams vs. Travelers Ins. Co., 
168 Wis. 456, the court says: 

"When the legielatnre declares, as it has by this 
section in question (Section 1960, Standard Provi- 
sions Law), the public policy of the state to be that 
tiiat which had Uieretofore been subject to contract 
between the parties shall hereafter be by certain pre- 
scribed forms and with specific conditions concern- 
ing the respective rights and duties of the parties 
thereto, the statutory provisions step in and control 
and regulate the mutual rights and obligations rather 
than the provisions of any contract the parties may 
attempt to make varying therefrom." 

Unless the Standard Provisions Law be construed to 
authorize only the forma of policies described and reg- 
ulated and to prohibit all forms to which all of the pro- 
visions of the law are not applicable, the observance of 
the law and the force and effect of the Standard Provi- 
sions become optional with the insurers. If tiiey desire, 
they will formulate policies under the law and give it 
effect. If they please, they will formulate policies on any 
theory they choose and ignore the law with the observa- 
tion that it does not apply to the policies as formulated 
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Every contract under the law must comply with definite 
restrictions and reflations made in the law. Policies 
issued to certain groups, certain policies supplemental 
to life policies, and policies or certificates issued by fra- 
ternal benefit societies, are excepted under certain con- 
ditions from the operation of the act. Certain railroad 
ticket policies are excepted from certain portions of the 
act. Construing the Standard Provisions Law under the 
classification of the requisites of insurance contracts in 
Joyce on Insurance, Section 43, the law regulates such 
contracts as follows : 

1. Parties thereto. No more than one person shall be 
insured in a contract. 

2. The premium. The law requires that premium rates 
for each policy form formulated by an insurer shall be 
filed with the department of insurance. This regulation 
is designed to prevent discrimination between insurants 
in the premium charged. Considered in connection with 
the requirement that a classification of risks shall be filed 
with each policy, the law requires that every policy issued 
shall be adaptable to every individual. 

3. The subject matter. The insurance regulated by this 
law is defined in subsection 1, as "insurance against loss 
or damage from the sickness, or the bodily injury or 
death of the insured by accident." Indemnity for loss is 
the subject matter of every contract of insurance. In 
various parts of the law and the Standard Provisions, the 
subject matter of the different contracts authorized is 
defined and classified into "indemnity for loss of life," 
"indemnity for loss of time," and "indemnity for loss 
other than that of time." The distinction between con- 
tracts of indemnity and contracts providing valued bene- 
fits for specifically described bodily losses and disabili- 
ties is essential if tiie Standard Provisions Law is to be 
of any force or effect. 

4. An insurable interest. The Standard Provisions 
provide for the payment of the indemnity for loss 
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of life to the benefit^ary or the estate of the insured, 
end for tiie payment of other indemnities to the insured. 
Obviously, although there is no specific provision to that 
effect, the general law of insurance on this element of 
insurance contracts is incorporated in the Standard Pro- 
visions Law. 

5. Certain perils or risks. The law names "sickness" 
and "accident" as the perils or risks which cause the loss 
or damage for which indemnity may be paid xmder these 
contracts. These terms are not used in the law to avoid 
nn enumeration of all diseases and alt accidents, but are 
used to define and describe the risks or perils which may 
cause the loss or damage which is the subject matter of 
the contracts. The terms are general ones and are in- 
clusive and exclusive. The differentiation of these terms 
made by the court decisions and the technical definition 
of the term "accident" for this branch of insurance 
made before the enactment of the law are, of course, 
incorporated in the law. If these terms be not used as 
general terms and considered and applied apart from any 
particular disease or accident, the conunittee of the Com- 
missioners ' Convention did not follow its own recommen- 
dations and the provisions of the law providing for excep- 
tions from a policy and prohibiting tmj reduction of the 
indemnity have no force or meaning. 

6. Duration of the risk. The law has a specific legn- 
latioQ of the element of the duration of the risk, in that 
it provides that the time when the insurance takes effect 
and terminates must be stated in the policy. 

7. The amount insured. A policy of insurance must 
have an amount of insurance. There are several provi- 
sions in the Standard Provisions Law authorizing a 
reduction of the amount of indemnity. The regulations of 
the law in these provisions would be without force if 
every contract does not provide a definite amount of 
insurance for each kind of indemnity provided. 
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The proviso to subdivision (6) of subsection (2) re- 
quires that "any portion of such policy which purports, 
by reason of the circumstances under which a loss is 
incurred to reduce any indemnity promised therein to an 
amount less than that provided for the same loss occur- 
ring under ordinary circumstances, shall be printed in 
bold face type and with greater prominence than any 
other portion of the text of the policy." The law else- 
where, as hereinafter noted, makes provision for a 
reduction of the indemnity in case of the ordinary risk. 

The question arises as to what circumstances affecting 
the amount of indemnity provided by a contract justify 
a reduction of tiie benefits ; or what circumstances affect- 
ing the amount of indemnity, if not effecting a reduction 
of the indemnity, would require under a contract the 
payment of benefits in excess of indemnity. Otherwise 
stated, the question is, what circumstances affecting the 
indemnity or amount of insurance provided in a contract 
make a risk substandard. The limitations in the ques- 
tion require that a substandard risk be defined as one who 
has already sustained a bodily injury or loss, or who is 
afflicted with some disease which has decreased the 
amount of loss he may sustain, or which in the event of 
other bodily losses or disabilities affecting him, will have 
suffered at such time a loss greater than would be sus- 
tained by the ordinary risk. For example, a person who 
has suffered the loss of one eye cannot perform work 
which requires the use of two eyes; a person who has 
suffered the loss of his right eye, in losing his left eye 
will be totally disabled, while the ordinary risk in suffer- 
ing the loss of his left eye will be only partially disabled ; 
existing neuritis in the right arm, combined with an in- 
jury to the left arm will totally disable a substandard 
risk while the injury will only partially disable the ordi- 
nary risk. The fact that nowhere else in the law is pro- 
vision made for the insurance of risks substandard as to 
the amount of loss whidi may be suffered, and the fact 
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that the law covers the whole subject, are conclusive on 
the construction of this proviso. The law makes provi- 
sion against over-insurance and the payment of benefits 
in 620688 of indemnity for the ordinary standard risk as 
follows : 

Subdivision (2) of subsection (4) prohibits any provi- 
sion in a contract "limiting the amount of indemnity to 
ti sum less than the amoiint stated in the policy" unless 
it be in the form of one of th,e Optional Standard Provi- 
sions. Obviously, this clause of the law would be mean- 
ingless unless a poli(^ provides a certain amount of in- 
demnity for each kind of indemnity contemplated by the 
law. Optional Standard Provision No. 17 provides for a 
reduction of the indemnity provided in a contract if the 
insured shall carry with another insurer other insurance 
covering the same loss without having given written no- 
tice of snch other insurance to the insurer. Optional 
Standard Provision No. 19 provides for the reduction of 
the amount of insurance carried by an insured in two or 
more policies with the same insurer to the limit stated in 
this provision. If Optional Standard Provision No. 17 
and No. 19 be used in a policy tiiey should be printed in 
bold face type to comply with the proviso to subdivision 
(6) of subsection (2). 

Under one form of Standard Provision No. 1, the in- 
demnity may be reduced if there be a change of occupa- 
tion to one more hazardous than that stated in the policy. 
This provision, if used, should be printed in bold face 
type to comply with the proviso to subdivision (6) of sub- 
section (2). 

Essentials of Insurance (rom the Social Standpoint which are 
Conditions Precedent to a Contract of Insurance 

Without attempting to discuss them, or to make appli- 
cation of them to specific cases, I desire at tins point to 
set out some of the essentials of insurance from the so- 
cial standpoint which are conditions precedent to a con- 
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tract of insurance ; i. e. a policy of insurance. These fun- 
damentals are of necessity, basic to and incorporated in 
the Standard Provisions Law. 

1. The institution of society. 

a. Individual ownership of property. 

b. The right of the individual to the product 
of his labor and foresight and to make 
disposition of the same. 

2. A cause accidental in its nature producing de- 
struction or damage to value or goods actual or 
potential. 

3. Losses sustained by individuals must be so 
spread as to affect society or a group of society 
and cause a social loss. 

4. Valuation of loss must be social and loss of indi- 
viduals so valued must be capable of deter- 
mination. 

5. Purpose in the individuals liable to suffer loss, 
to protect themselves against economic annihil- 
ation, and the creation from this purpose of a 
group to bear the losses of individuals. 

6. Individual hazard must be measurable and loss 
must be capable of distribution. 

7. Cause of loss must be accidental as to individual 
risks. 

8. Accumulated data sufficient to enable prediction 
of the approximate amount of loss which will 
be suffered by the group. 

In the practical operation of an insurance business the 
essentials of insurance are of varying importance, 
depending on the character of the insurance, and the ease 
or difficulty with which the necessary data may be col- 
lected and collated. Obviously, the extent to which such 
collection and arrangement of data have been carried 
depend upon the degree to which the business has been 
depending on the character of the insurance, and the ease 
is measured quite closely and evidenced by the degree to 
which the statutory law regulates the details of such 
branch, and the completeness with which fundamental 
principles have been formulated for use in such branch 
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Thus in life insurance we have in the mortality tables a 
scientific classification of risks, and the business is regu- 
lated by the statutes, notably, in the detail of the amoimt 
of expense charges which may be made. In fire insurance 
we have in considerable degree the regulation of rates. 
In workmen's compensation insurance six years is the 
limit of insurance for loss of time and the percentages 
which certain specific bodily losses and disabilities bear 
to total loss, and the amount of insurance to be provided 
by such contracts have been definitely fixed by statutes, 
etc. In health and accident insurance, the law does not 
limit the amount of insurance to be provided, does not 
establish rates or a detailed classification of risks, nor 
fix any relation of expense to premium, nor of definite 
bodily losses or disabilities to the amount of insurance 
Ijrovided, but by the Standard Provisions Law the matter 
of the settlement of claims is regulated with much detail, 
and the form and provisions of the policies is standard- 
ized by the recognition of principles of peculiar import- 
ance in this branch of insurance which are calculated to 
promote the growth and development of this business. 

Principles of Insurance Specifically Recognized in the Standard 
Provisions Law 

Indemnity 

Insurance in its broadest conception is a method of 
distributing through a group the losses of individuals, 
due to certain accidents or contingencies which are 
determinative of the character of the insurance. "Insur- 
ance is cooperative provision against individual losses." 

Obviously, the benefits received under an insurance 
contract by one who has suffered loss are limited to the 
amount of loss, which would be indemnity in full. Profit 
from an insurance contract is, therefore, foreign to 
insurance. Instead of profit, loss to the policyholder is a 
prerequisite to an insurance contract, for the payment of 
a premium or an agreement to meet assessments to pay 
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losses is prerequisite to memberehip in the group, and 
the acquisition of the right to receive indemnity for a 
much greater loss liable to be suffered by each indlTidnaL 
That indemnity in whole or in part, and indemnity only, 
is a prerequisite of insurance, because profit is foreign to 
insurance, is axiomatic, but in practice it is sometimes 
disregarded, because the amount of insurance provided 
under any circumstances can only give benefits of less 
than indemnity. In life insurance this prindple of 
indenmity is largely disregarded because the ordinary risk 
is unable to pay the premium for an amount of insurance 
which would fully indemnify for loss of life ; i. e. loss of 
future earnings. Because of this fact and the further 
fact that life Insurance in practice has a large investment 
element, some of the courts have been misled into saying 
that a contract of Ufe insurance is not a contract of 
indemnity, but the limitation, which the courts have sus- 
tained, contained in some of the life policies as to the 
amount of insurance which might be carried by a risk, 
are a recognition of the principle. 

In health and accident insurance, from the standpoint 
of indemnity, the maximum loss whidL is liable to occur is 
in excess of that which follows loss of life, for an insured 
may be totally and permanently disabled and suffer 
not only a loss of all future earnings, but also be obliged 
to meet expenses for care and medical treatment. The 
premium to provide indemnity in fuU would, therefore, 
be prohibitive. But no limited amount of insurance or 
indemnity has been recognized and adopted as in life 
insurance as the basis for the calculation of premiums 
even for loss of life by accident 

The principle of indemnity as basic to insurance may 
be disregarded when every loss is a total loss and when 
the amount of insurance which is provided and can be 
carried is less than indenmity, but when, as in health and 
accident insurance, a total loss is relatively rare, and 
practically all of the losses are partial, the principle of 



,. Google 



Under Standard Provisions Law xj 

indemnity and indemnity only becomes of especial and 
controlling importance for the making of insurance con- 
tracts. Instead of emphasizing the principle of indem- 
nity, the health and accident insurers have formulated 
contracts on the assumption that every loss was a total 
loss, and that the only limitation on the benefit to be paid 
'vas the amount stipulated in the contract for each spe- 
dfic loss, and so far as the insured was concerned, the 
only limitation on the amount of a benefit was the ability 
to pay the premium asked for an amount of benefit for 
a definitely described disability or bodily loss. 

The disregard of indemnity as basic to health and acci- 
dent insurance has been further emphasized by the insur- 
ers in formulating tiieir contracts, by the failure to 
distinguish the loss itself for which indemnity would be 
paid, from the cause of the loss; i. e- personal accident 
and sickness. The law does not permit the payment of 
indemnity for loss of life from disease, but many of the 
present policies provide benefits as for a total loss 
resulting from certain diseases, notably sunstroke and 
freezing, and on the other hand attempt to relieve the 
insurer from liability for loss from accident if the acci- 
dent results in specific diseases; for instance, hernia or 
septicaemia. Personal accident and health insurance are 
thus confused with life insurance, apparently because of 
a failure to appreciate that premature death is the cause 
of loss in life insurance, while in personal accident in- 
surance, death is the loss itself for which a valued benefit 
is to be paid. 

Confusion and ambiguity of another sort are injected 
into the contracts by the failure of the insurers to ap- 
preciate the fundamental diaracter of indemnity to health 
and accident insurance throngh their omission to distin- 
guish and differentiate indemnity from the amount of 
insurance provided by a contract. Indemnity in full can- 
not be furnished because the cost would be prohibitive, 
but the amount of insurance represented as provided in 
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the policies now being issued is greatly in excess of the 
amount of insurance actually given, and is fixed r^ard- 
lesB of the fact that the only Umit to the indenmily for 
partial loss, in the absence of ooinsnrauce by self-insor- 
ance, is the amount of insurance provided by a contract 
The law does not authorize self-insnrance in health and 
accident insurance polides. On the contrary, any pro- 
vision reducing the indemnity stated in a policy is pro- 
hibited, with the result that a claimant under an accident 
or health poUcy is entitled to full indemnity for partial 
loss up to the amount of insurance provided by the con- 
tract. Ignorantly, or by reason of the faulty forms of 
the poUcies of the other insurers, each insurer disregards 
the principle that a claimant is entitled to full indemnity 
for partial loss to the limit of insurance provided in the 
contract, disregards the fact that the principle is liable 
to be applied by tiie courts, and condemns the courts when 
the principle is applied. 

Perhaps the greatest sonrce of confusion with inspect 
to the amount of indemnity provided by health and acci- 
dent contracts arises from the failure of the insurers in 
formulating contracts to differentiate the different kinds 
or classes of indemnity provided. The most general 
classification of indemnity in health and accident insur- 
ance is into indemnity for loss of life and indemnity for 
loss other than that of life. Since indemnity for loss of 
life cannot be provided under the law in a health con- 
tract, in a combination health and accident contract, per- 
sonal accident indemnities and sickness indemnities must 
be differentiated. Indemnity for loss other than that of 
life may naturally and logically be classified into indem- 
nity for loss of time and indemnity for loss other than 
that of time, and this ia the classification recognized by 
the law. Indemnity for loss of time might be subclassi- 
fied or grouped into specific indemnities for specific 
bodily losses or disabilities (as ia done by the workmen's 
compensation acts), and specific indemnities for spedfic 
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degrees of disability, and indemnity for loss other than 
that of time might be classified into indemnity for ex- 
penses of medical attendance, hospital expenses, nursing 
e^enses, medical appliances, etc., but the law does not 
make or authorize snch sub-olassifications, and under sub- 
section (9) of the Standard Provisions Law, they must 
he held ineffectual. This failure of the formulators of 
health and accident contracts to take the principle of in- 
demnity into consideration has resulted in contracts which 
literally construed are nothing more or less than gamb- 
ling contracts, and are nothing but bets between the so- 
called insurer and the individual policyholders, whereby 
the insured betsa small sum that he will suffer some one 
of the limited number of specifically described bodily 
losses or physicial disabihties and the insurer bets a 
larger sum that he will not 

Specifically Described Bodily Loss or Disability not , 
Contemplated 

The term "indemnity" or its plural, occurs thirty 
times in the Standard Provisions Law and the Standard 
Provisions. The term "benefits" occurs once as a syn- 
onym for "amounts of insurance." Since the law reg- 
ulates all health and accident contracts and excepts cer- 
tain policies from the operation of the law, it is evident 
that the Standard Provisions Law contemplates and auth- 
orizes only contracts of indemnity, and it is clear that 
the law does not contemplate a contract not based on in- 
demnity. The omission from the law of any regulation of 
a benefit not based on indemnity, or any rules for the 
settlement of claims not based on indemnity, is conclu- 
sive that snch benefits and such claims are not contem- 
plated. A contract not based on indemnity would be 
issued in violation of the law. The law mentions, and by 
providing in various places certain procedure for the 
settlement of claims, classifies indemnity into "indemnity 
for loss of life," "indemnity for loss of time," and 
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"indemnity for loss other than that of time." Nowhere 
in the law or the Standard Provisions is there a term or 
a phrase used which may, when construed with the other 
provisions of the law, reasonably be construed to con- 
template a contract providing a valued benefit for loss of 
limb, loss of sight, disability which confines to the house 
or requires the attendance of a physician, etc., or any 
other specifically described bodily loss or disability. 

Literally construed, the present policy forma provide 
specific or valued benefits for specifically described bodily 
losses and disabilities regardless of the cause of loss and 
irrespective of the amount of loss. These are not the 
contracts contemplated by the Standard Provisions Law. 
Only tiie person who knows what particular loss or what 
specific disability he is liable to suffer receives protection 
and is entitled to benefits under such policies. The nor- 
mal risk receives benefits based on his loss only contin- 
gently, that is, when an accident or a disease takes a 
course which has been predetermined by the insurer. The 
law contemplates contracts which will provide indemnity 
for the ordinary normal risk for loss suffered up to the 
amount of insurance provided, because of the happening 
of the contingency causing loss. The law does not con- 
template or authorize contracts which provide a specific 
benefit for a specific bodily loss or disability, irrespective 
of the cause of the loss and regardless of the amoimt of 
the loss. 

If insurance against specific bodily disabilities or losses 
from accident or disease is not authorized by the law, 
and the law regulates the whole subject of insurance 
against loss because of bodily disability from accident 
and disease, insurance against only those kinds or classes 
of losses specifically mentioned in the law may be pro- 
vided. The law mentions only indemnity for loss of life 
from accident, indemnity for loss of time from accident 
or sickness, and indemnity for loss other than that of 
time from accident or sickness. The conclusion is inevi- 
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table that the law does not anthorize contracts against 
specific bodily losses or disabilities and in fact prohibits 
Buch contracts. Under the law, therefore, such provi- 
sions for specific benefits mnst be considered as elimi- 
nated from the contracts and they are effective only as 
offers of settlement. 

The prerequisites of insurance are essential to the con- 
struction of insurance contracts which are the tangible 
evidence of the agreements. The key to the differentia- 
tion of the policy form submitted from the policy forms 
now issued by health and accident insurers lies in the 
fact that in the preparation of the form submitted, the 
principle of indemnity, which is mentioned and recognized 
many times in th^ Standard Provisions Law and the 
Standard Provisions, and which is fundamental to all 
insurance, has been kept constantly in mind. This prin- 
ciple has also been applied as a test to the policy forms 
now being issued and the failure of these policies and the 
provisions to meet the teat has been the cause of their 
condemnation. These provisions in the present forms, 
however, have one element of insurance contracts which 
is carefully regulated by the law and that is the amount 
of insnrance provided by a contract. It is not necessary 
to elaborate on the risk an insurer is running from hav- 
ing these provisions in its contracts and of having the 
contracts construed adversely to the insurer with respect 
to the amount of insurance provided. 

Loss Must be Measurable 
Closely related to the principles of indemnity and basic 
to the operation of that principle are the essential condi- 
tions precedent to a contract of insurance that the amount 
of loss Bustalned must be capable of determination and 
that the valuation of the loss must be social. The loss 
for whidi indemnity is to be paid must be measurable in 
money and mnst be a loss which affects society. These 
conditions are of peculiar importance in health and acci- 
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dent insurance because of the dfficolty of securing a 
satisfactory measure of loss and the necessity of differ- 
entiating the individual value of the loss from the eco- 
nomic loss to society. Physical pain and mental suffer- 
ing cannot be used to measure the amount of indemnity 
for disability. Nor can groans or tears, the evidence of 
suffering, lose of sight or hearing, a crippled or disfigured 
body, measure indemnity, for the normal human being 
values health and a perfect body above any amount of 
money, and the abnormals, who would endure pain for a 
money consideration, have each an individual opinion 
as to the amount of money which would compensate for 
any specific kind of pain or bodily loss. 

The Standard Provisions Law recognizes the difficulty 
of securing a satisfactory measnre of the loss suffered 
because of disability from personal accident and disease 
by the provisions calculated to limit the amoimt of insur- 
ance to indemnity and by those provisions designed to 
provide for the ascertainment of the actual loss. By the 
recognition of time as the measure of loss because of dis- 
ability and by the differentiation of loss of time from loss 
other than that of time, the law provides for the ascer- 
tainment of the actual lose, eliminates from the business, 
except in case of loss of life, the valued benefit and with 
the valued benefit the individual valuation of bodily 
losses or disabilities, and recognizes that indemnity can 
only be given for loss which is economic and social. Pain 
and suffering are thus eliminated as measures of the 
amount of indemnity. Loss of time is limited to loss of 
income due to disability, and loss other than that of time 
is limited to and includes expenses necessarily incurred 
because of bodily disability. Because the Standard Pro- 
visions Law contemplates only the payment of benefits 
based on indemnity and provides the measure to be used 
for ascertaining the amount of loss, the amount of insur- 
ance provided by a policy, for any kind of indemnity con- 
templated and authorized by the law, may be definitely 
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fixed and the policies simplified and freed from ambi^ty 
in this respect. It would be tantologieal to say that pres- 
ent health and accident policies are not in harmony with 
tfae law as to the amount of insurance provided by them. 
Even under the general law of contracts, the obligations 
of a contract must be definite and clear. In the policy 
submitted for criticism and suggestions, the amount of 
liability is definite and certain, and the obligation is to 
indemnity for loss up to a definite amount if death be due 
to accident; to indemnify for loss up to a definite amount 
if loss of time be due to accident; to indemnify up to a 
definite amount if loss of time be due to disease; and to 
indemnify up to a definite amount if loss other than that 
of time be due to accident or disease. 

Premium Rates and Classification of Risks 
The Standard Provisions Law requires the filing of a 
classification of risks and premium rates pertaining there- 
to with each policy form filed with the department. This 
requirement of the law is a recognition of the principles 
of insurance that a loss to be the subject of insurance 
must be measurable and capable of equitable apportion- 
ment through the group of the insured. That a loss must 
be measurable is a corollary to the maxim that indemnity 
and indemnity only is basic to insurance. The require- 
ment that premium rates shall be filed is a recognition 
of the principle that the losses of individuals must be 
capable of equitable distribution. The classification of 
risks and the premium rates become part of a policy un- 
der the law. Since this investigation is limited to the 
forms of the policies under the law, the matter of pre- 
mium rates and of a classification of risks will not be 
exhaustively considered. It is fitting, however, to note that 
the classifications of risks and the schedules of premium 
rates filed with this department are not made up as con- 
templated by the law; also, to make some general obser- 
vations on how a classification of risks and a schedule of 
premium rates should be arrived at under the law. 
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Loss of life by accident is ordinarily treated as a bene- 
fit in lieu of the benefit for loss of time, and it is assumed 
that the premium is comprehended in the premium for 
loss of time. The amount of insurance provided in com- 
bination health and accident policies for loss of time from 
accident almost invariably is larger than the amount of 
insurance for loss of time from sickness ; i. e., the weekly 
or monthly indemnity is payable for a longer period. 
Claims for loss of time from sickness have not been and 
are not adjusted according to the time lost by the insured 
but generally no benefits at all are paid unless there be 
total disability to perform any and every duty pertaining 
to the duties of claimant's occupation. Full indemnity as 
limited by the policy as the amoont payable weekly or 
monthly is generally only paid if the total disability be 
accompanied by confinement to the house and the reg- 
ular attendance of a physician, and if the total disability 
be continuous. Partial indemnity, usually one-half, is 
generally only paid in cases of total disability. House 
confinement is not required but the attendance of a phy- 
sician is a customary requirement. The value of the 
time lost, whether total or partial, is not taken into con- 
sideration in adjusting such olaims. 

Claims for loss of time from accident are generally 
rejected unless disability be immediate on the accident. 
Partial indemnity, usually one-half, is paid if there he dis- 
ability to perform a material part of the duties of the in- 
sured 's occupation. If an accident results within ninety 
days in one of the specific losses listed in the schedule of a 
policy the amount provided in the schedule is paid. The 
actual loss of time suffered and the nnaccmed indemnity 
for loss of time to which a claimant would become entitled 
is not considered in the settlement of snch a claim. The 
principal sum of a policy on which the specific benefits 
for specific bodily losses are calculated is usually lesa 
than tiie amount of the benefit for loss of time to which 
the insured would be entitled. For instance, taking into 
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consideratioii the expectancy of life a claiment would be 
entitled to $15,000 for loss of time because of the loss of 
the sight of both eyes. The claim would be adjusted by 
the insurer on the assmnption that there was no liability 
for loss of time and the benefit provided in the policy for 
the specific loss of sight of both eyes was a valued benefit ■ 
and the limit of liability. Insofar as a relation between 
the amount of insurance provided by present policies and 
the premium charged for them is recognized, therefore, 
the relation is between the specific benefits for certain 
bodily losses and certain specifically described losses of 
time and the premium charged ; 1. e., the cost to the insurer 
and the premium. The classification of risks may be 
assumed to have been made by classifying the costs of spe- 
cific benefits according to occupations and the preminms 
charged in the various occupations would therefore be 
percentages of the amounts of the costs to the insurers in 
the occupations. As a matter of fact the classifications of 
risks practically have been guesses based on the opinions 
of the insurers. The present classifications are the col- 
lated guesses of the various insurers modified in a few 
instances by tests as to certain occupations. 
How to Obtain a Premium 

A premium is the cost of a definite amount of insur- 
ance for a definite period plus the expenses of adminis- 
tration. 

The cost of insurance is obtained by dividing the sum 
of the losses by the amount at risk. 

The premium rate is obtained by dividing the sum of 
the losses pins the sum of the expenses by the amount at 
risk. 

The premium on an individual policy is found by mul- 
tiplying the amount of insurance provided in a contract, 
by the premium rate for a definite amount. 

The law requires that such a premium rate shall be 
filed for indemnity for loss of life by accident, indemnity 
for loss of time by accident, indemnity for loss of tdme 
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from sickness, and indemnity for loss other than that of 
time from sickness and indemnity for loss other than that 
of time by accident for each form of policy filed with the 
department. 

How to Obtain a Classification of Risks 

A classification of risks in accident insurance should be 
obtained by grouping the losses according to occupation 
and finding a premium rate for each kind of indemnity 
for each group. 

A classification of risks in health insurance should be 
obtained in the same way. 

The premium rates so obtained for every group would 
constitute the schedule of premium rates to be used for 
prorating claims by reason of change of occupation. 

The urgent need in the health and accident insurance 
business today is some well planned method of collecting 
and collating the data to obtain the cost of insurance. It 
is obvious that the present methods of conducting the 
business with no common basis for ascertaining such data 
cannot furnish them. 

A refinement of the schedule of premium rates which 
will be provided in the future will show a certain premium 
for a definite amount of insurance for the first week or 
month of loss of time and a lower premium for the suc- 
ceeding weeks or months. Such a schedule will take 
account of the fact that the great majority of claims are 
only of short duration. 

Since policyholders cannot pay the premium for full 
indemnity the problem in health and accident insurance 
is how equitably to meet only a part of the loss. Equit- 
able and scientific premiums cannot be ascertained until 
the losses which are to be met are definitely fixed. Under 
present practices the indemnity for losa of time provided 
by the multitude of policies varies from none at all to as 
long as the insured shall live. "As long as the insured 
shall live" covers a total loss. As heretofore stated health 
and accident policyholders cannot pay the premiums to 
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provide fnll indenmity. It is evident, therefore, unless 
the polides providing indemnity in fnll are decep- 
tive and based in fraud, that those entitled to indem- 
nity for the shorter periods must contribute more than 
their equitable share to meet losses. In other words, the 
holders of policies providing full indemnity do not pay 
adequate premiums. In health and accident insurance ex- 
cept in case of accidental deatii, indemnity has two ele- 
ments; namely, loss of time and expense incident to the 
case of the person of the insured. The problem in health 
and accident insurance is to provide full indemnity in 
cases of partial loss of time and substantialltf full in- 
demnity in cases of total loss of time for a Umited period 
of time. The solution of the problem of equitable and 
scientific rates in health and accident insurance lies in 
the determination of a just and reasonable limit to tiie 
time for which indemnity will be paid. In the work- 
men's compensation acts the period is fixed at six years. 
There is no hope that a period will be fixed in the acci- 
dent and health insurance business by agreement of the 
insurers. The only effective alternative is through legis- 
lation. The Standard Provisions Law should be amended 
to prohibit a provision in a policy for the payment of in- 
demnity for a longer period than five or six years. A 
limitation of this Idnd is a prerequisite to the determina- 
tion of scientific premium rates and the solution of the 
problem of how to provide indemnity for loss of time. 
The cost of insurance against death by accident has been 
worked oat by actuaries for life insurance companies. 
Either the health and accident insurers should use the 
premiums so worked out or they should abandon this 
branch of the business. Data are available in connection 
•with the administration of the compensation acts which 
will give the cost of insurance to provide indemnity for 
loss other than that of time due to accident. These data 
should be used and the data on cost of insurance for loss 
other than that of time for sickness should be gathered to 
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tlie end that the premimn for this iudenmity might be 
ascertained and the business in this respect be put on a 
firm foundation. 

In a well organized and systemized insurance business, 
such as obviously is contemplated by the law, the cost 
of insurance is the chief factor of a premium and the 
charge for expense is incidental. In the health and ac- 
cident business today, the charge for expenses is the chief 
factor of the premium, and the cost of insurance (the 
benefits paid, being about 405^ of the premiums), is the 
incidental factor. Not only is the relation of cost of insur- 
ance to expenses the reverse of what it should be, but 
the cost of insurance is not the cost of insurance for the 
indemnities authorized by the Standard Provisions Law. 
The cost of insurance is the cost to the insurers of the 
specific indemnities provided in the policies as construed 
by the insurers before the investigation of the commis- 
sioners in 1911 and the enactment of the Standard Pro- 
visions Law. The classifications of risks have also been 
determined by the cost to the insurer of specific indemni- 
ties for specific losses, regardless of the actual loss suf- 
fered in occupations for which the policies are presumed 
under the law to provide indemnities. The costs so deter- 
mined have been increased or decreased by mere 
guesses and opinions originating in exposures, age, occu- 
pation, sex, race, etc. 

For instance, the premium rate for loss of time and 
for loss other than that of time for miners is determined 
largely from the fact that the death rate from accident is 
high. Manifestly, Instead of increasing the rate for loss 
of time and loss other than that of time, a high death 
rate would tend to decrease the rate for these losses. 

The result of this procedure has been practically the 
<ietermihation of premium rates for individuals without 
a spread of risks sufficient to give averages of any value. 
The amounts of the rates so determined have been used 
as the basis for making classes. Obviously, the premium 
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rates and the clasBifications of risks so arrived at are not 
based on occupation and the kind of indemnities con- 
templated by the law. As heretofore noted, the premium 
rates and the classifications of risks so determined are 
only incidentally related to the present investigation, but 
the provisions of the law on them are a recognition of 
certain insurance principles. 

It is asiomatic in insurance that tiie premiimi for any 
bind of insurance is directly related to the amoimt of in- 
surance provided. The character of insurance is deter- 
mined by the nature of the contingency which causes the 
loss for wlueh indemnity is to be paid. The kinds of ac- 
cident insurance and the kinds of health insurance wMch 
may be provided are limited only by the number of aed- 
deuts and combinations of accidents which may be ex- 
cepted from a full coverage and the number of diseases 
and combinations of diseases which may be excepted from 
the full health coverage. Each of the kinds of insurance 
so determined would differ from every other in the lia- 
bility to meet with a definite amount of loss and the 
premiums for a like amount of insurance should differ 
according to the liability to meet with this loss. For 
example, if one policy covers loss due to aviation acci- 
dents while in another policy such accidents are ex- 
cepted the hazard of loss from the policy covering such 
accidents is greater than under the other form. The 
Standard Provisions Law contemplates that where the 
bazard of loss varies under a policy by reason of occupa- 
tion that the amount of insurance provided for a certain 
premium shall be determined by the classification of risks 
filed with the policy. It also contemplates that where the 
liability of loss varies by reason of differences in the 
character of the insurance provided by different policies 
that the insurer shall file a separate schedule of premium- 
rates and a separate and distinct classification of risks 
for each form of policy. And the law also contemplates 
that where the hazard of loss varies by reason of factors 
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not due to occupation or the character of the insurance, 
for instance, sex, age, race, etc, that the insurer shall be 
protected against overinsurance by the exercise of care 
in the operation of the business in its own organization. 
Description of Present Policy Forms 
In order that the policy forms being used may be con- 
sidered in connection with the regulations of the law, and 
may be compared and contrasted with the revision of the 
form of policy submitted for criticisms and suggestions, 
the description of present health and accident policy 
forms contained in Special Eeport VI of the report of the 
Health Insurance Commission of the State of Illinois is 
herewith presented. The policies issued in Wisconsin 
are practically the same. 

"Policy Contracts Used by Casualty Companies. 

' ' Three kinds of policies are used by casualty com- 
panies in selling health and accident insurance: 
health policies, accident policies, and combination 
health and accident policies. Each of the first two 
classes, as the names indicate, provides only the kind 
of insurance named ; the combination health and ac- 
cident policies insure the policyholder in one contract 
against both accident and siclmess. Some companies 
write all three kinds of policies; others issue only 
the combination contracts. 

"The health and accident policies of the casualty 
companies are also classified as "commercial" and 
"industrial." Commercial policies commonly pro- 
vide weekly benefits to compensate for loss of 
time from disability due to sickness or accident, as 
the case may be, ranging from $10 to $50 or more and 
other benefits which are correspondingly high, and 
are usually sold on the annual premium plan. Indus- 
trial policies provide smaller benefits, ranging 
from $20 to $125 per month for disability resulting 
from accident or disease, and are usually sold on the 
monthly premium plan, although some are purchased 
by quarterly and many by weekly premiums. The 
commercial policies are designed to meet the needs 
and preferences of business and professional men 
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and the better-paid salaried employes. The indns- 
tria! polides, as the name suggests, are intended to 
i^tFBct wage-earners: 

''Benefits Promised m Health Inaurance Contracts. 

"The health insnrance policies formerly sold by 
casualty companies insured against disability result- 
ing from only a limited number of diseases, vhich: 
were enumerated in the policy, but contracts which 
insure against neariy all diseases are now sold by 
most companies. The diseases most commonly ex- 
cluded are diseases 'contracted' • * • 'while the 
insured is engaged in niilitary or naval services,' 
diseases caused by accidental injuries, disease 'con- 
tracted and suffered without the limits of the United 
States, Canada and Europe, ' or diseases contracted, 
within the tropics or within certain parts of them, as' 
the Philippine Islands or the Panama Canal Zone, 
and diseases contracted in Alaska and 'the British 
possessions in America north of the 55th degree of 
North Latitude,' 'sickness resulting from the use of 
Intoxicants, or narcotics,' 'any illness not common to 
both sexes, ' any ' sickness for which the insured is not 
regularly treated by a legally qualified and registered 
physician' and venereal diseases. Some policies con- 
tain only the restriction against venereal diseases; 
few if any of the policies offered for sale in Illinois 
contain all of the restrictions enumerated above. 

"Although most health insurance contracts issued 
in Illinois by casualty companies cover many and 
frequently nearly all diseases, there is some sale in 
the State of a type of contract which covers certain 
specified diseases only and is therefore cheaper than 
the contracts which are more inclusive in their cov- 
erage. Several companies offer this 'limited sickness 
contract' to the public in Illinois in combination with 
an accident insurance contract and one company of> 
fers the contract in a separate health policy. One 
company insures, in the combination pobcy to which 
reference is made, against disability arising 'from 
any one or more of fifty diseases;' a second insures 
against disability resulting from any one or more of 
forty-two diseases ; and a third insures against disa- 
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bility resulting from any one or more of twenty-nine 



"The health insurance policies written by casualty 
companies provide for a number of benefits to cover 
money losses wliioh occur in varioua ways as the re- 
sult of sickness. The most important of these benefits 
is that for ' loss of time. ' It is the object of this to in* 
demnify the insured for the money loss which he suf* 
fers through disability which incapacitates him, 
wholly or partially, for the performance of the duties 
pertaining to the occupation upon whidi he depends 
for his livelihood. For this reason health insuranoe 
has been called 'income insurahce.' The axon paid 
in a given case is not determined, however, by the 
amount of income actually lost by the insured through 
illness — the ' loss of time ' benefit may be paid if there 
is no loss of income whatever — ^but is fixed by the 
terms of the policy at a definite amount per week or 
month regardless of the effect of the disability suf- 
fered upon the income of the insured. The only 
relation which prevails between the loss of time 
benefit provided by a given policy and the income 
of the insured is that the indemnity is ordinarily 
fixed at a figure somewhat less than that of the 
income. This is insisted upon by the insurance com- 
panies in order to avoid the moral hazard always 
present in over-insurance. 

"The commercial policies most frequently sold in 
Illinois provide for weekly illness indemnities rang- 
ing from $25 to $50, payable for a period limited to 
fifty-two consecutive weeks, for total disability, or 
' total loss of time, ' as it is called in some policies. The 
industrial policies most frequently sold provide for 
monthly indemnities of $45 or $50 for ' total disabil- 
ity.' Industrial policies providing for indemnities as 
low as $20 per month are not uncommon, however, 
while some insuring payments as high as $100 or 
$125 per month are sold. 

" 'Total disability' is usually defined in the health 
insurance policy as disability which 'shall continu- 
ous-ly totally disable and prevent the insured from 
transacting every kind of duty pertaining to his occu- 
pation and ^lall necessarily and continuously confine 
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him in the house where he shall be Tegularly visited 
hy a licensed physician' or in similar language of the 
same intent. 

"In addition to the benefit for total disability just 
described most health insurance policies provide an 
indemnity for disability suffered during the period 
of convalescence (or a limited portion of it) follow- 
ing a totally disabling and confining sickness. The 
disability suffered during convalescence may be total 
or partial. Some policies provide indemnity for the 
first form of disability, usually called 'non-confining 
total disability' in the contract, and some provide 
indemnity for the second form which is cosnmonly 
called 'partial disability.* 

" 'Non-confining total disability' is defined as total 
disability which does not necessarily confine the 
insured to the house. In some policies payment for 
this kind of disability is to be made only when it is a 
result of the confining and totally disabling disease 
which it follows; in other policies payment is also' 
to be made for 'non-confining total disability' which 
follows a confining and totally disabling sidmess but 
is the result of another disease; and in etui others 
payment is to be made for 'non-confining total dis- 
ability 'caused by any disease not specifically excluded 
whether it follows a oonfimng and totally disabling 
sickness or not. 

" 'Partial disability' is varioiisly defined in differ- 
ent policies but practically all the definitions agree in 
maHng inability to perform a greater or smaller por- 
tion of the regular duties of the occu;^tion of the 
insured the test of partial disability. To illustrate, 
one company defines partial disability in one of its 
health insurance contracts as disability 'following a 
period of total disability • • • (which) shall con- 
tinuously disable and prevent the insured from per- 
forming the duties of his occupation for at least half 
of his business time each day'; another company in 
one of its policies defines 'partial illness — disability' 
as disability which 'continuously prevents the assured 
■ ■ " from performing any important duty pertain- 
ing to his occupation ' ; and a third company defines 
partial disability as disability, not total, which causes 
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the insured to suffer 'a material loss of his business 
time.' Partial disability bwiefits are promised in 
some policies for partial disability which does Bot- 
foUow a period of total disability. 

"The amount of the indemnity paid per week or 
month for non-confining total disability and for par- 
tial disability is usually one-half of the indemnity 
paid for total and confining disability, although in 
some policies and imder certain conditions a larger 
proportion ia paid. The payment of the indemnity is 
limited in most conmiercial policies by a provision 
which fixes the maximum number of weeks for which 
indenmi^ may be paid on account of sickn^s, total 
and partial disability combined, or total confining dis- 
ability and total non-confining disability combined at 
fifty-two weeks. That is to say, the maximum num- 
ber of weeks for which the indemnity for partial dis- 
ability or total non-confining disability may be paid is 
the difference between fifty-two weeks and the num- 
ber of weeks for which the indemnity for total con- 
fining disability has been paid. In industrial policies 
the period covered by the indemnities mentioned 
varies somewhat more than in the case of commercial 
policies but most industrial policies sold in Illinois 
limit the total maximum' length of time to be covered 
by the total and partial disability indemnity together 
to six or eight months and provide further that the 
partial disability indemnity or the non-confining total 
disability indemnity, as the case may be, shall be paid 
for not to exceed one or two months. 

"An attempt has been made in the foregoing dis- 
cussion to describe provisions governing the payment 
of indemnities for loss of time resulting from illness 
disability that are typical of the health insurance pol- 
icies sold by casualty insurance companies in Illinois. 
No attempt has been made, or can he made within the 
limits prescribed for this report, to describe all of 
the various loss of time indemnities offered for sale 
in health insurance policies in the state. Some atten- 
tion should be given, however, to certain loss of time 
benefits, other than those already mentioned, which 
are more or less frequently found in the health insur- , 
ance policies now being sold. 
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''Some policies do not I'equire that a disability suf- 
fered by the insured confine him to the house in order 
to entitle him to the full ■weekly or monthly payment 
for total disability but provide that the full indem- 
nity shall be paid for tot^ disability resulting from 
non-confining illnesses. A few commercial policies do 
not limit the payment of the weekly benefits to fifty- 
two weeks of continuous total disability or total and 
partial disability but promise the payment of one- 
fourth of the fiill weekly benefit 'as long as the in- 
sured continuously suffers' total disability from an 
illness, which of course may be for the remainder of 
his life. Some policies provide specifically that the 
full loss of time indenmily shall be paid if the insured 
is totally disabled by ' carbuncles, boils or felons ' or 
'carbuncles, boils, felons, abscesses, or ulcers,' to 
quote the longer list found in a few policies, regard- 
less of the fact that his disability may not confine the 
insured to the house. Several policies promise to pay 
an ' indemnity for quarantine ' equal to the full weekly 
benefit (double it in one policy) for a period not to 
exceed ten weeks in case the insured is quarantined 
by order of the ' civil authorities ' because of ah ' infec- 
tious or contagious disease' which he has contracted 
and 'by reason of said quarantine is prevented from 
performing any and every kind of duty pertaining to 
his occupation. ' Finally, many of the policies restrict 
the payment of the usual weekly or monthly indem- 
nity in the case of certain chronic diseases and 
diseases of long duration by providing that the indem- 
nity shall be paid for only a fraction of the maximum 
period. Thus one industrial policy which promises 
the payment of a monthly illness indemnity for a 
maximum of six months for most diseases, restricts 
the payment of the indemnity to 'a period not exceed- 
ing one month in any one policy year,' in ease the 
insured suffers total and confining disability 'by rea- 
son of rheumatism, tuberculosis, paralysis, neu- 
rasthenia, sciatica. Bright 's disease, apoplexy, loco- 
motor ataxia, cancer, neuritis, sprain or strains, Inm- 
bago, orchitis, hernia or any chronic disease.' A 
policy issued by another company carries a similar 
restriction but adds 'lame back,'vaecination, diabetes, 
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appendicitis, varicose veins, dementia, uid insanity 
to the list of diseases excluded from liability for full 
benefit. A third policy, issued by a third company 
has a more liberal clause governing ' special diseases' 
in which the mftTimnm period for which the weekly 
benefit may be paid is reduced from twelve months to 
six months and only four diseases — paralysis, tuber- 
culosis, cancer and locomotor ataxia — are included. 

"In addition to the benefits paid for loss of time 
which have jnst been described, many of the health 
insurance policies sold in Illinois promise one or more 
of a number of other benefits to cover money losses or 
money expenditures caused or necessitated by sick- 
ness. These include payments to reimburse the 
insured, within specified limits, for hospital expenses, 
the cost of surgical operations and the cost of medi- 
cal attendance or of the services of a trained nurse, 
and payments for blindness and paralysis or otiber 
permanent disability and for funeral expenses. Of 
these indemnities, those for hospital expenses and 
surgical operations are most common; in fact, they 
are the only ones of those named which are included 
in many policies. 

"The hospital benefit clause provides for the pay- 
ment of a weekly or monthly indemnity in addition to 
the disability benefit in case the illness of the insured 
(usually within ninety days or three months of the 
beginning of the illness or the disability) necessitates 
his confinement in a hospital. In some policies the 
hospital allowance is fixed at one-balf the regular 
weekly or monthly benefit ; in others, it is made equal 
to the regular benefit ; frequently it is made to cover 
the hospital charges exactly in so far as they do not 
exceed one-half the regular sum. The duration of 
the period for which the hospital allowance will be 
paid is limited, in different policies, to a maximum 
which ranges from ten to twenty-six weeks for the 
commercial policies and which is commonly three 
months for the industrial policies. In policies which 
also provide for the payment of specific sums for sur- 
real operations it is often stipulated that no hospital 
allowance shall be paid if the insured claims the bene- 
fit of the surgical operations clause. 
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"The surgical operations clause usually promises 
the payment of a fixed amoout of money, which 
varies according to the nature of tiie operation and 
the amount of ti^e weekly or monthly disability bene- 
fit, in case the insured has to undergo any one of a 
number of specified surgical operations, as the result 
of the illness which has disabled him, within a speci- 
fied time (usually ninty days in commercial policies) 
after the commencement of the illness. Sometimes, 
however, the surgical operations clause provides for 
the payment of the full cost of the operation, regard- 
less of its nature, in so far as the cost does not exceed 
a certain multiple, e. g. double, the regular disability 
indemnity. The policies which promise the payment 
of surgical indemnities of fixed amounts according to 
the nature of the operation commonly enumerate 
from thirty to forty operations. Three policies stip- 
ulate l^at the insured shall not receive indemnity for 
more than one operation for any one sickness or dis- 
ease ; if he has to undergo more than one operation he 
is usually either paid for that operation for which the 
allowance is largest, or, which amounts to the same 
thing, he is given the privilege of choosing the opera- 
tion for which he is to be indemnified. 

"The 'medical attendance,' or 'medical treatment' 
clause is found more commonly in accident insurance 
contracts than in the health policies but some of the 
latter contain the clause. The clause as used in com- 
mercial health policies usually provides for the reim- 
bursement of the insured for espenditnres for the 
services of a physician to an amount not exceeding 
the weekly benefit promised in the policy, in case the 
insured snffers an illness which requires medical 
treatment or medical attendance but does not result 
in disability. 

"A few policies provide for the payment of a lim- 
ited amount to cover 'nurses' fees in lieu of the bospi- 
tai allowance in cases where the insured, while suffer- 
ing disability from illness, is attended by a graduate 
nurse although not confined in a hospital. The amount 
of the indemnity is usually subject to the same limi- 
tations as the amount of the hospital indemnity. 
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"Next to the allowances for hospital expenses and 
surgical operations the' blindness and paralysis 'bene- 
fit or the 'permanent disability' indemnity, as it is 
called in some policies, which do not limit t^e fortns 
of disability for which the indemnity is to be paid 
to blindness and paralysis, is the most common of 
the minor benefits promised in the health insurance 
policies sold by casualty companies. This benefit is 
a payment for permanent, total disability. Its nature 
can perhaps best be made clear by quotinf^ a typical 
section which provides for it from a policy sold in 
Illinois by a well-known casualty company. This sec- 
tion reads in part as follows: 

" 'Special indemnity for blindness or paralysis. 
In the event that any disease for which indemnity 
is payable under the terms of this policy shall 
result, independently of other causes, in the irre- 
coverable loss of the entire sight of both eyes or 
in permanent paralysis whereby the insured shall 
lose the use of both hands or both feet, or of one 
hand and one foot, and on account of either of 
said conditions be permanently imable to engage 
in any labor or occupation, the company will pay 
said weekly sickness indemnity for the period of 
sach blintmess or paralysis, but not extent^g 
beyond one hundred and four weeks from the 
commencement of the ilhiess or disease causing 
the blindness or paralysis. 

" 'No payment imder the terms of this part 
' ' ■ shall be due or payable until such per- 
manent blindness or paralysis has continued for 
one year; further payments, if any, shall then be 
due and payable every sixty days but no pay- 
ment whatever shall be due or payable except 
upon proof of the continuance of the blindness 
or paralysis during the period for which pay- 
ment is claimed.' 

"The above section further provides that the spe- 
cial indenmity for blindness or paralysis and the 
regular weekly benefit for sickness shall not be paid 
'for aiiy cohcttrrent time* that is, that the payment 
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of the leguU^ weekly -bMicfit for sickness sfaall cease 
wb^ the payment of tiie special indonuuty -b^^^ns. 

'•'T3ie policieB which cover permanent and total dis- 
ability foom other causes as well (is from blindness 
and paralyais vary somewhat "in th^r terms. Most 
of these policies, however, cover permanmt and total 
disability arising from the permanent and entire 
loss of the 'nse of botii bands or both feet, or one 
hand and one foot' as the result of sickness in addi- 
tion to p^manent and total disability arising from 
'insurable paralysis.' A few of the industrial policies 
which have been submitted to the commission . 
cover permanent total disability arising from any 
cause for which the ordinary (temporary) total dis- 
ability benefit is payable in a clause which provides 
for the payment of a fraction (for example, one- 
fonrth) of the regular monthly smn for as long a 
time as the total disability continues. 

"In policies which provide for health insurance 
only, the amount to be paid under the 'blindness and 
paralysis' or the 'permanent disability' section is 
nsnally stated in terms of the maximum number of 
weeks or months for which the regular sickness bene- 
fit will be paid from the commencement of the illness 
including the period for which the regular indemnity 
is ordinarily' payable, as in the policy quoted above. 
The maximum is fixed at one hundred four weeks in 
most commercial policies, but it is frequently fixed at 
one hundred weeks and sometimes at one hundred 
fifty weeks, one hundred fifty-six weeks (three years) 
or two hundred weeks. 

"In combination health and accident policies the 
sum paid for permanent disability resulting from 
sickness is sometimes stated in the same terms as in 
the health policies and sometimes as a fraction of the 
'principal sum,' which is the amount payable under 
the terms of an accident policy for death resulting 
from accidental bodily injuries. When stated in the 
latter way the amount is usually fixed at one-fourth, 
one-third, or one-half of the principal sum and made 
payable in full at the end of the first year of total 
permanent disability. 
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'' Benefits Promised in Accident Insurance Contracts. 

"The accident msuranee polices sold Ijy casualty 
companieB resemble in many respects ilie health 
insurance contracts which have just been described. 
It will therefore be necessary in this section only to 
indicate the similarities and to describe briefly the 
points of contrast. 

"It is the purpose of accident insurance to protect 
the insured, to quote a typical insuring clause,' against 
loss resulting directly and independently of all other 
causes, from bodily injuries effected solely through 
external, violent and acddental means, suicide (sane 
or insane) not included.' The principal losses cov- 
ered are loss of time, loss of sight, loss of limb and 
death. 

"One of the most important respects in which the 
typical accident insurance policy differs from ihe 
typical health insurance policy is in the provision in 
the former for the payment of a sum called the 'prin- 
cipal sum ' in the ' event of the death of the insured 
from accidental means.' It will be recalled that only 
five companies writing health insurance reported to 
the commission that they included provision for fun- 
eral benefits in health policies issued by them and 
that the maximum amount paid was, in each case, 
$100. 

"The amount stipulated as the principal sum 
varies with the nature of the policy and, for a given - 
class of risks, with the amount of the premium paid 
for it. Commercial accident policies commonly 
carry $5,000 or $7,500 as the principal sum for every 
$25 of weekly indemnity for (Usability resulting from 
accidental injury. Industrial policies differ widely 
in respect to the amount of the principal sum; one 
company, for example, writes industrial policies 
which provide for the payment in the event of acci- 
dental death of sums ranging from $100 to $1,200 
according to the class of risk and the premium paid 
for the policy. 

"The sums paid for loss of sight and loss of limb 
in the typical accident policy are fixed in terms of 
the principal sum. The schedule usually runs as 
follows : 
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"For loss of Indemnity 

Both hands The principal snm 

Both feet .The principal smn 

One hand and one foot The principal sum 

Entire si^t of both eyes The principal snm 

Either hand or either foot, One-half the piincipal snm 
Either eye .One-tiiird the principal snm 

' ' Some policies also provide specific indemnities in 
terms of the principal smn for tiie loss of either arm 
.or either leg, the loss of either hand or foot and the 
sight of one eye, and tiie loss of the thnmb and index 
finger of either hand. The indemnities for these 
losses have not been as veil standardized as the 
indemnities for tiie losses indicated in the above 
table ; in general they vary from two-thirds or three- 
fonrths of tiie principal sum payable, in some poU- 
des, for the loss of an arm or leg to one-fifth or one- 
sixth which some policies promise for the loss of the 
thnmb and index finger of either hand. 

"Most policies provide that the dismemberment 
and loss of sight indemnities shall be paid only if the 
losses occur within ninety days of Uie date of the 
accident or, if the injuries continuously disable the 
insured from the accident to tiie date of the loss, 
within two hundred weeks. The reason for this time 
limitation has been stated as follows by a representa- 
liv eof the casualty companies. 

" 'Experience has shown that if the loss is remote 
in period of time from the accident it will probably be 
contributed to by disease, or by causes other than 
accidental, and therefore not contemplated being cov- 
ered by the policy, and it is to afford tJie company 
protection against liability for such complicated cases 
that the time within which the loss must be incurred is 
thus limited and qualified.' 

"In addition to the specific indemnities for death, 
dismemberment and loss of sight, accident policies 
provide for the payment of the weekly or monthly 
benefit for total disability which continues from the 
date of the accident to the date of the occurrence of 
one of ihe losses mentioned. 

"The weekly or monthly indemnity for total dis- 
ability in accident policies is similar in amount (and 
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also in respect to the conditioas linger wfaidi it .be- 
comes jiayable) to the weekly or monthly payment 
for total disability in health policies. The former 
differs from the latter, however, in the time limit 
placed upon its .payment, which ruiges from two 
years in some policies to ' so long as the insured lives 
and suffers such total disability' in others, instead of 
being fixed at six or eight months as in most indns- 
trial health policies or flfty-two weeks as in most 
commercial health policies. 

"Partial disability -is defined in about the same 
terms in accident policies as in health policies. Pay- 
ment of the indemnity for partial disability from acci- 
dent is usually limiteid to one-half of ^he amount paid 
for total disability and to twenty-six or fifty-two 
weeks time. 

"The weekly and monthly payments for total dis- 
ability described above are paid for injuries whidi 
do not result in any of the specific losses indicated 
in the table and discnasion on page 416. (Omitted.) 
The insured is usually given the option, however, of 
claiming the payment of certain fixed sums, called 
'elective' or 'optional indeumities,' in lieu of the 
weekly or monthly indemnities in ease he suffers cer- 
tain injuries which are specified in the policy and 
which include loss of fingers or toes, dislocations and 
fractures. This option gives the insured the oppor- 
tunity to secure an immediate settlement of his claim 
in full without waiting for the payment of the regu- 
lar weekly or monthly indemnities — an opportunity 
which may prove desirable to an injured person hard 
pressed for cash. 

"The hospital, surgical operation and medical 
treatment indemnities in accident policies are similar 
to those in health policies. The surgical operations 
schedule in the accident policy necessarily differs 
from that in the health policy because of tiie inclu- 
sion in the former of operations to reduce fractures 
and dislocations, amputations and the treatment of 
gun-shot wounds and the like, hut where the same 
operation occurs in both schedules the amount allowed 
is usually the same for the same weekly or monthly 
indenmily. Accident policies which contain the snr- 
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gical operation indeninity featare commonly stipu- 
late that any operation for which an allowance is 
paid must be performed within ninety daya^ of the 
date of the accident, just as health policies make a 
similar stipulation with respect to the date of the 
commencement of the disabling sickness. The medi- 
cal or surgical treatment indemnity of the accident 
insurance policy is the counterpart of the medical 
attendance or medical treatment indemnity of the 
health insurance policy, usually covering the cost of 
the treatment provided it does not exceed the amount 
of one week's benefit. 

"Like some health policies a few accident policies 
have clauses which make specific provision for total 
disability resulting from paralysis. In these policies 
it is provided thkt if paralysis of a character to pror 
duce total disability occurs witMn ninety days of the 
date of accident or during a period of continuous 
total disability caused by accidental injuries a speci- 
fied sum shall be paid in addition to the accrued 
weekly benefit and in lieu of all other indemnity 
The amount of the paralysis indenmity varies in dii- 
ferent policies from one-third or one-half to one 
hundred per cent of the principal sum. A number of 
policies pay the same amount for loss of speech or 
hearing and a number pay it for insanity resulting 
from accidental injuries. The 'loss of sight' indem- 
nity which corresponds to the 'blindness' in health 
policies, has already been described. 

"Accident insurance was originally designed to 
cover the hazards of travel by railroad and steam- 
boat. This original purpose is still shown in many 
policies by provisions which call for the payment of 
double indemnities for loss of life, limb, sight or time 
through accidents of travel 
"Other Features of Health and Accident Policies. 

"In order to encourage the insured to renew his 
policy from year to year, or month to month, or, in the 
case of poUcies on which preminms are payable 
monthly, to pay his premiums annually or semi-an- 
nnally in advance, many accident contracts and a few 
health oontracts contain an 'aocumulationfi' or 
'annual increase* clause. Li oommeTcial accident 



,. Google 



54 Health and Accident Policies 

policies the clause commonly provides that the prin- 
cipal snm, and consequently the sum pa;^able for 
deatJi, loss of limb or loss of sight, shall be increased 
ten per cent of its original amomit each year if suc- 
cessive premiums are paid annually in advance until 
the principal sum has been increased by fifty per 
cent after which there shall be no further increases. 
If premiums are paid semi-annually, or, in some pol- 
icies, quarterly, the clause provides that the rate of 
increase shall be five instead of ten per cent with the 
. same maximum aggregate accumulation of fifty per 
cent. In some of the industrial policies which con- 
tain an accumulations clause the dause provides that 
the prindpal sum shall be increased five per cent, up 
to a maximum aggregate of fifty per cent, 'for each 
full three months (for each month in some policies) 
Immediately preceding the date of the accident that 
this policy shall have been maintained in continuons 
force.* in other industrial accident policies and in 
some commercial accident policies the accumulation 
feature is applied to the monthly or weekly benefit for 
disability; sometimes it is also applied to the indem- 
nities specified in the schedule of minor injuries and 
the schedule of surgical operations. In industrial ac- 
cident policies in which the accumulation feature is 
applied to the monthly indemnity the payment of the 
increased sum is usually a reward for the payment 
of premiums annually or semi-annually in advance. 
When the accumulations clause is included in a health 
policy it is applied to the weekly or monthly disabil- 
ity indemnity, rarely to other indemnities. 

"The 'identification indemnity' clause is a feature 
of many health and accident policies. The clause 
commonly provides to quote the language of a typi- 
cal combination health and accident policy, that 'if 
the insured, by reason of injury or illness, shall be 
physically unable to communicate with friends, the 
company upon receipt of a telegram or other message 
giving the number of the policy, will immediately 
toansmit to his relatives or friends any information 
respecting him and will defray the expense neces- 
sary to put the insured in the care of fnends, within 
the sum of one hundred dollars.' 
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"The term 'weekly' and 'monthly' as used in de- 
scribing benefits for disability resulting from acci- 
dental injuries or illness have reference merely to the 
rate of indemnity and do not indicate the time at 
which, or the frequency with which the payment in 

?uestion is to be made to the insured. The time or 
requency of payment of the disability indemnity may 
be a matter of great importance to the insured. For 
that reason the law of Illinois requires tiiat upon re- 
quest of the insured payment shall be made at least 
once in every sixty days of half or more of the indem- 
nity which has accrued since the last payment and 
that any balance remaining unpaid at the termina- 
tion of the period for which the insurance company 
is liable shall be paid 'immediately upon receipt of 
due proof. ' In accordance with the law most policies 
sold in IIKnois provide for the payment of instal- 
ments of the disability benefit every thirty or sixty 
days or the nearest equivalent in weeks or months. 

"The duration of the insurance contract is usually 
limited to one year in the case of commercial health 
and accident policies, and to one month in the case of 
industrial policies. The insurance company, how- . 
ever, usually reserves the right to cancel the policy 
at any time upon repayment to the insured of the 
unearned premium and it permits the insured to 
renew his pohcy upon its expiration, unless the com- 
pany desires to discontinue the risk, by simply pay- 
ing the premium for a new term. The purpose of the 
cancellation privilege is to protect the company 
against an adverse change in the risk upon which it 
had not counted in fixing its rates. 

"In deciding as to the eligibility of an applicant 
for health or accident insurance casualty companies 
consider his sex, age, color or race, physical char- 
acteristics and condition, occupation, place of resi- 
dence, other health or accident insurance carried by 
him and the relation between his income and the total 
amount of weekly or monthly indemnity which he 
could claim under all policies which he carries in case 
he were disabled by illness or accidental injuries. 

"Some companies accept 'male risks' only; others 
accept 'female risks' under certain contracts drawn 
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exclusively for women ; while still others insure men 
and women on the same terms. The companies whidi 
do not insure women and those which restrict women 
to special policies, claim that there are substantial 
grounds for discriminating against women, assert- 
ing that the recorded experience with female risks is 
too inadequate to serve as the basis for sdentiflc 
rates, that it is more difficult to detect malingering 
and simulation in the case of women than in that of 
men, that women are more frequently disabled than 
men, or that there is a great moral hazard in the 
insurance of women against loss of time because dis- 
ability in the case of women frequently does not influ- - 
ence the amount of income received by them and 
hence may be used as the basis for what is really an 
unjust claim for indemnity. 

"The age limits within which applicants for health 
and accident insurance are accepted as policyhold- 
ers vary for the two kinds of insurance and between 
different companies for the same kind of insurance. 
Most companies do not accept applicants for health 
insurance who are less than eighteen years of age 
nor more than sixty or sixty-five years of age at the 
nearest birthday; a few, however, accept applicants 
as young as sixteen or seventeen. The lower age 
limit for accident insurance is also usually eighteen 
but the upper limit is frequently as high as seventy 
years." 

It is obvious that these policies are indefinite as to the 
time when the insurance takes effect and terminates. 
They are ambiguous as to the sit^esses and accidents 
causing the losses for which indemnities are provided and 
as to the character of the indemnities, and they are 
indefinite and ambiguous as to the amounts of insurance 
provided for the indemnitieB contemplated by the Stand- 
ard Provisions Law. 

It is ridicnlons to contend that the Standard Provisions 
Law, designed to clarify, systematize, and regulate this 
business and to introduce order into diaos oontemplates 
■and authorizes the chaotic conditions described. It is 
folly to contaid thnt a prospective policyholder under 
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existing. conditions can pick out a policy and agree with 
.the insurer on a contract which gives h im the insurance he 
needs and desires. 

Other than that tiie present policies contain the Stand- 
ard Praviaions .and have been .reformulated in some 
degree as to the details of settlements of claims, which is 
fully covered by the Standard Provisions, and that tho 
one-fifth, one-tenth, and similar clauses have been largely 
bat not entirely eliminated, the present policies are as 
ambiguous as the policies issued before the enactment of 
the Standard Provisions Law. They do not differentiate 
accident from sickness as causes of loss, and attempt to 
provide valued benefits for specifically described bodily 
losses and disabilities instead of the indemnities contem- 
plated and authorized by the law. No attempt apparently 
has been made by the formulators to comply with the 
mandatory requirements of the law. 
Violations of Standard Provisions Law by Present Policy 
J^omis 

Policy forms have been issued in Wisconsin without 
having been filed with the department. They have been 
issued within thirty days after filing without having been 
approved. No company has filed a classification of risks 
and premium rates with each policy form filed. No insurer 
has filed a schedule of premium rates for the standard 
risk under the policy based on an amoont of insurance. 
A schedule of preUinum rates, which the law requires shall 
be filed with each policy form, is worthless unless based 
on a definite amount of insurance, but policy forms essen- 
tially the same, with the same premiums, alike except in 
phraseology, and differing only as to the amount of insur- 
ance, have been the means used to obtain success in com- 
petition. "When there was no competition, the greater 
protection was given only to friends of the solicitor and 
to those who had knowledge of the facts. 

No insurer has filed a classification of risks based on 
the liability of individuals in the different occupations to 
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snffer a definite amount of loss, or the liability of the 
classes of occupations to suffer a definite percentage of 
the aggregate total loss. No classification of risks based 
un occupation has been filed by any insurer but the classi- 
fications of risks filed are Invariably a conglomeration of 
occupations, exposures, and liability to meet with acci- 
dents, regardless in some cases of the consequent loss, 
only the number of accidents or cases of disability being 
considered, and in other cases emphasis being laid on the 
liability to meet with loss of life, dismemberment, or loss 
of sight. 

Regardless of the positive regulation of the law, pol- 
icies are issued which do not give "the entire money and 
other considerations" for a policy. This omission occurs 
mosts frequently in riders where the consideration is 
cither entirely omitted (as it should be if the amount of 
insurance is not increased) or is inserted in general terms 
as "in consideration of the extra premium required there- 
for." Under the law the different classes of indemnity 
should be differentiated and distinguished and a schedule 
of premium rates and a classification of risks should be 
filed with the department for each kind of indemnity. 

For the policies of full coverage, each insurer should 
file a schedule of premium rates and a classification of 
risks for loss of life by accident; a schedule of premium 
rates and a classification of risks for loss of time by acci- 
dent ; a schedule of premium rates and a classification of 
risks for loss of time from sickness; a schedule of pre- 
mium rates and a classification of risks for loss other than 
that of time by accident, and a schedule of premium rates 
and a classification of risks for loss other than that of 
time from sickness. 

For each policy of limited coverage, i. e., each policy 
having exceptions, like schedules of premium rates and 
classifications of ris'ks should be filed. 

The purpose of the law in this respect is disregarded 
by. every insurer doing business in the state. 
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It may be argued that "loss other than that of time" 
includes "dismemberments," "loss of sight," "paraly- 
sis," and other specific bodily losses or disabilities, and 
that the present policy forms are an evolution and are 
evidence that the term "loss other than that of time" 
embiraces them. The argument, however, disregards the 
fundamental fact that insurance means indemnity and 
that in order to indemnify for loss, the loss must be 
measurable. The fact also is disregarded that indemnity 
cannot be paid for pain, suffering, or inconvenience ; that 
damages therefor are punitory in their nature and can- 
not be measured. The further fact is also disregarded 
that benefits paid as indemnity for loss of sight, dismem- 
berments, etc, are a commntation of the benefits for loss 
of time and are measurable only as they cause a total or 
}iartial loss of time or earnings. The argument also gives 
no force to the purpose in the enactment of the law. The 
investigations of the commissioners of the settlements of 
claims of health and accident companies disclosed a situ- 
ation as to the contracts which demanded radical regula- 
tion. The Standard Provisions Law was designed to 
remedy the conditions as to settlements disclosed by the 
examinations, which were primarily due to a failure to use 
a proper classification of indemnity. 
Duration of Policy 

The regulation of the law that the time when the insur- 
ance takes effect and terminates shall be stated in a por- 
tion of the policy preceding its execution by the insurer 
is disregarded in practically every policy issued. The 
law contemplates a policy of definite duration, which has. 
a definite beginning and a definite termination. The man- 
ifest purpose of the law is to authorize and permit only 
policies for a definite period of duration. Policies are 
issued which give the duration of the policy as a single 
month, bat provide for a continuation for periods of a 
month on the condition that the premium be paid and 
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Some of the policies bei]^ issued -provide insuTance for 
,tbe twrn of B month or n -year from a date &Eed only ^ 
reference. In snob cases there is not a literal compliance 
with the law. Most of the policies issped, however, pro- 
vide fcH" renewals indefinitely for terms of a month or 
j^ear. In wses of r«newal8 imd^ enoh condititms, it is ' 
evident the time when the insurance takes effect and 
terminates is not stated "in a portion of the policy pre- 
ceding its execution by the insurer." The requirements 
of the law might easily be met by giving the time tiie 
insurance takes effect and terminates for a year or five 
years, and providing for the payment of the premium in 
yearly or monthly instalments, subject to suspension by 
:the failure of the insured to pay an instalment of the 
preminuL The whole character of the contract as to this 
feature is changed by present practices in entire disre- 
gard of and in violation of the provisions of the law. 

Insurance of More Than One Person in Policies 
The prohibition of insurance of more than one person 
in a policy, designed to eliminate the insurance of the 
beneficiary and to pye every person insured a contract 
of real insurance, is evaded, dodged, foiled, and eluded 
by the issue without additional cost of a separate policy, 
called at first, a beneficiary policy, having a coverage so 
limited that it gives no real protection, and which violates 
the purpose and even the letter of the law in other respects 
than the prohibition against the insurance of more than 
one person in a policy. Under an opinion of the Attorney 
General the issue of this kind of policy was held violative 
of the law, but practically the same policy is being con- 
stantly submitted for approval. 

Description of Policy on Face (md Filing Back 

In practically aU the policies issued there is a violation 

of the -purpose, if not of the letter of the provision of the 

law, requiring a brief description of the policy to be 

printed on the face and filing back. In the law parent 
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of certain kinds of iudenmities is contemplated and pro- 
vided for and the policies construed under the law can 
provide these indenmities only. In the descriptions of 
the policies, indenmities are provided for losses not men- 
tioned in the law or the Standard Provisions, and words 
of limitation and restriction are included in the descrip- 
tions of which the application is ambij^ous. It is impos- 
sible to determine from the descriptions whether the limi- 
tations and restrictions are designed to apply to the cause 
of loss, the loss itself, or the amount of insurance pro- 
vided by the contracts. 

Exceptions from Policies 

The provisions of the law requiring that the exceptions 
shall be printed with the same prominence as the benefits 
to which they apply is not observed in the policy forms 
now being issued. There seems to be no appreciation on 
the part of the formulators of what really is an exception. 
Provisions are inserted in the policies which relieve the 
insurer from liability if any accident or a disease does 
not take a course predetermined by the insurer. These 
provisions, such as confinement to the house, att^idance 
of a physician, immediate disability from accident, etc, 
are defended as designed to protect the insurer against 
fraudulent claims, but are construed as determinative 
of liability and the amount of liability when claims are- 
adjusted. Provisions are placed in the policies relieving 
the insurer from liability if there be a change of occupa- 
tion, or if the insured is exposed to a hazard of an occu- 
pation not characteristic of the occupation stated in the 
application. This is a matter of the classification of 
risks and premium rates and not one of exceptions, and 
has no place in the policy. 

'Thete are provisions in the policies which relieve the 
insurer from the greater part of the liability If the loss 
be due to a particular accident or disease. In these pro- 
visions, an exception is confused with and not differen- 
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tiated from disability or bodily lose, from occttpation, 
and from die amount of insnranee. Not only are sndi 
provisions treated as exceptions, but they, as veil as real 
exceptions of accidents and diseases, are not printed 
within or in proximity to the provisions for indemnity, 
but they are placed at the end of the policies as far as 
possible from the provisions for indenmities. Either by 
ignorance or design in the formnlators of the policies, the 
policyholder is mislead and deceived as to his legal rights 
and in settlement of Ms claim is indnced to accept less 
than his due. 

Provisions for Reduction of Amount of insurance by Rea- 
son of Circumstances under which Loss is Incurred 
In formulating provisions under that portion of the 
law which provides that "any portion of such policy 
which pnrports by reason of the circumstances under 
which a loss is incurred to reduce any indemnity promised 
therein to an amount less than that provided for the same 
loss occurring under ordinary circumstances shall be 
printed in bold face type and with greater prominence 
than any other portion of the text of the policy," this 
provision is not construed in connection with the other 
provisions of the law and a meaning ^ven to it in har- 
mony therewith as enabling the insurance of sub-stand- 
ard risks and as a positive regulation of other authorized 
provisions which reduce the indemnity stated in the pol- 
icy, but it is construed as independent of and snperior to 
and modifying the other parts of the law and as authoriz- 
ing provisions for valued benefits for specific disabilities 
or bodily losses, regardless of the cause, and as authoriz- 
ing insurance against specific accidents and diseases. The 
term "circumstances" is constroed as though it were a 
general term embracing "accident," "si<^ess" or "dis- 
ease," "loss," "loss of life," "loss of time," "loss other 
than that of time," "specific bodily losses," "disability,"- 
"amount of insurance," "amount of indemnity," "oecu- 
iwtion," "sex," "age," etc. 
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Construction of Standard Provisions 

The formnlators of present policy forms and the insur- 
ers have ^ven to the consideration of snbeection (3) of 
the Standard Provisions Law the same superficial exam- 
ination as has been given to the other mandatory pro- 
visions of the law. Subsection (3) provides : 

"Every such poUcsy so issued shall contain certain 
standard provisions, which shall be in the words and 
in the order hereinafter set forth and be preceded in 
every policy by the caption "Standard Provisions." 
Whenever the question of the effect of this subsection 
is raised with the insurers, the general contention is that 
the insurer has met in full the requirements of the law 
when the Standard Provisions have been printed in the 
policies. When claims are being adjusted the contention 
is made that the Standard Provisions are law as to the 
claimants and are restrictive and limiting upon a claim- 
ant's rights. Both contentions are false and unwar- 
ranted. As between a claimant and the insurer the 
- Standard Provisions are no different from the other 
provisions of a policy. They are restrictive as law on a 
claimant only in so far as they fix the time within which 
notice of claim is to be made, the time within which proof 
is to be made, the effect of a failure to comply with these 
restrictions, and as there is a recognition of the duty of 
a claimant to submit to a medical examination in behalf 
of the insurer. The purpose of the law was to restrict 
and regulate the exercise of powers by the insurer in the 
matter of claim settlements. As between the state and 
the insurer, the state prescribes the procedure to he fol- 
lowed and such procedure is law for the insurer. The 
contentions of the insurers allow no force to subsection 
(9) of the law and disregard subsection (5), providing as' 
follows : 

"Contradictory provisions prohibited. (5) No such 
policy shall be so issued or delivered if it contains 
any provision contradictory^, in whole or in part, of 
any of the provisions herembefore in this act desig- 
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nated as 'Standard Provisions* or as 'Optional 
Standard Provisions'; nor shall an^ indorsements or 
attached papers vary, alter, extend, be used as a sub- 
stitute for or in any way conflict with any of the said 
'Standard Provisions' or the said 'Optional Stand- 
ard Provisions'; nor shall such policy be so issued 
or delivered if it contains any provision purporting 
to make any portion of tiie charter, coustitutiou or 
by-laws of tile insurer a part of the policy unless such 
portion of the charter, constitution or by-laws shall 
be set forth in the policy, but this prohibition shall 
not be deemed to apply to any statement of rates or 
classification of risks filed with the commissioner of 
insurance in accordance witii the provisions of this 
act." 

With the exception of Standard Provisions No. 2 
(Changes in Contract), No. 3 (Reinstatement after 
Lapse), and No. 12 (Cancellation at the Instance of the 
Insured) and Optional Standard Provision No. 16 (Can- 
cellation by Insurer,) and No. 20 (Age Limits), all of the 
Standard Provisions and the Optional Standard Provi- 
sions deal primarily with the proof and adjustment of 
claims. The scope of this report does not include the 
consideration of the duty and the obligations of a policy- 
holder or claimant to the insurer, and the Standard Pro- 
visions will be considered in their order only as they 
affect the forms of policies to be issued under the law and 
their violation of the law by present policy forms. The 
violations of the Standard Provisions in the settlement 
of claims is another question. 

Before entering upon such a consideration, it is per- 
tinent and necessary to quote subsection (4) of the Stand- 
ard Provisions Law, which reads as follows: 

"Conditions prohibited. (4) No such policy shall 
be so issued or delivered which contains any provi- 
sion (1) relative to cancellation at the instance of the 
insurer; or, (2) limiting the amount of indemnity to 
a sum less than the amount stated in t^e policy and 
for which the premium has been paid; or, (3) pro- 
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viding for Gie deductioti of Any prienlilttii fiy>A &ar 
amount paid in settlement of claim; or, (4) relAtive 
to other insaranoe by tite saane iasncer; or, (d) i^^- 
tive to tile age limits of the polity; unless sw:^ pro- 
visions which are hereby designated as optional 
standard provisions, shall be in the words and in the 
order in which they are hereinafter set forth, bnt the- 
i&Bai^]!' ffiay a;t its option 6m.t ff om the policy any 
snch optional standard provision." 

Disregard of Law and of the Standard Provisions in Present 
Policies 

The only basis for a classification of risks recognized in 
the law or the Standard Provisions which may reduce the 
amonnt of liability of the insurer is occupation. One form 
of Standard Provision No. 1 recognizes the fact that a 
classification of risks determines the differences in pre- 
miums for different risks. The other form of this pro- 
vision provides tiiaf there shall be no reduction of the 
indemnity because of a classification of risks. Interpret- 
ing both forms of this provision together, there is a 
recognition of the fact that the amount of indemnity is 
directly related to the amonnt of the premium. In other 
words, a classification of risks fixes the premiums and 
the amounts of indemnities. Despite the fact that occupa- 
tion is the only basis for a classification of risks recog- 
nized in the law many of the policy forms now being 
issued have provisions for a reduction of indemnity by 
reason of sex or age. Many insurers provide in the 
schedule of premium rates for higher premiums by rea- 
son of sex or age. Such provisions and such a schedule 
of premium rates made part of a policy are manifestly 
contradictory in part of Standard Provision No. 1, and. 
hence, violative of subsection (5) of the Standard Provi- 
sions Law. An insurer may be acting within its rights in 
refusing to issue a certain form of policy to a sex or to 
persons below or above ceriain ages, but snch a regolaticn 
must be a regtdation within the insurer's condnct of its 
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bnsiness and has no place in a policy formnlated under 
the law. 

In the great majority of the policy fonns issued in this 
state after the enactment of the Standard ProviBions Law, 
Standard Provision No. 1, providing for a reduction of 
the indemnity on account of change of occnpation, is 
printed in the same size and form of type as the other 
provisions of the policy, in violation of the provision to 
subdivision (6) of subsection (2) of section 1960, pro- 
viding "any portion of a policy which purports by reason 
of the circumstances under which a loss is incurred to 
reduce any indemnity promised therein to an amount less 
than that provided for the same loss occurring under 
ordinary circumstances shall be printed in bold face type 
and wiUi greater prominence than any other portion of 
tiie text of the policy." 

There is general ignorance among insurers of the mean- 
ing of the clauses occurring in the two forms of Standard 
Provision No. 1 "by reasoil of his doing any act or 
thing pertaining to any occupation so classified." This 
ignorance manifests itself in the adjustment of claims. 
For instance a stationary engineer, working nights, whose 
dnty it was to pall certain electric light switches, and 
whose death was due to accident, is reclassified as electri- 
cal switchboard attendant, although the death was not 
caused thereby and this duty was known to the insurer 
when the policy was issued. A real estate broker injured 
while experimenting in blowing out roots with dynamite 
is classified as a handler or user of dynamite. The classi- 
fications of risks filed with the department were defective 
in both cases, being based on occnpation, exposure, age, 
sex, and other things. There was no change of occupation 
in either ease. The accident or exposure in each case was 
incidental to every occnpation. The reduction of the 
indemnity in the first case could only be warranted if the 
insured were insured as an electrical switchboard attend- 
ant not palling switches, if the insurer had subclassified 
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the occupation of electrical switchboard attendant into 
"not pulling switches" and "pulling switches," and if the 
death was due to the act of pulling the switdies. In the 
other case the reclassification would be warranted only 
if the policyholder had been insured under the occupation 
uf "land clearer not using dynamite," if the insurer had 
subclassified the occupation of land clearer into those 
"not using dynamite" and those "using dynamite," and 
if the injury was the result of using dynamite in his occu- 
pation. "Any act or thing" in Standard Provision No. 1 
simply recognizes the right of and authorizes the insurer 
to make subclasses of occupations in the classification of 
risks. Construing Standard Provision No. 1 in connec- 
tion with the other provisions of the law, an insurer is 
obliged to file with the department a classification of risks, 
based on occupation and subclasses of occupation, and a 
schedule of premium rates for the standard risk and for 
each class for each kind of indemnity provided by a pol- 
icy. 

Standard Provision No. 2 means nothing under the 
policy forms now being issued. It is designed to protect 
the insurer against claims in excess of indemnity and 
claims for indemnity for losses not included in the con- 
tract. Literally construed, the present policy forms do 
not purport to provide indemnity but "only specific bene- 
fits for specifically described bodily losses or disabilities. 
Present policy forms also do not differentiate the losses 
insured against and do not differentiate accident from 
sickness. Construing present policy forms under the 
law, the question of a benefit being in excess of indemnity 
cannot be raised, for the insurers have estopped them- 
selves from raising the question by the provisions of their 
policies. Nor can the question of the kind of loss included 
in a contract be raised, for the insurers have not observed 
the classification of indemnity made in the law, into 
indeinnit7 for loss of life by accident. Indemnity for loss 
of time by accident, indemnity for loss of time from si(^- 
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uess, indeninity for loss other than that of tiine by acci- 
dent, and indemnity for loss other than that of time by 
sickness. The result is that present jwlicy forms literally 
construed nullify Standard Provision No. 2. 

Most of the companies pay no attention whatsoever to 
Standard Provision No. 3. The policy forms now used 
contain provisions which clearly show that the making 
of a contract and the renewal of a contract are not dis- 
tinguished from the reinstatement of a contract. The 
renewal of a contract is the making of a new contract on 
the same terms and conditions as a previous one. The 
law prohibits the making of a new contract which does 
not comply with the law. A contract which has termi- 
nated cannot be reinstated. The law does not contemplate 
renewals. In fact, a contract cannot be renewed under 
the law, for under the law the time when the insurance 
takes effect and terminates must be stated in a portion 
of the policy preceding its execution by the insurer. 
Practically all of the contracts being issued contain pro- 
visions for renewal. Construing such contracts under 
subsection (9) of the Standard Provisions Law they must 
be held to provide insurance from the time they take 
effect to the death of the insured or to the attainment of 
the maximum age limit stated in the policy, snbject to 
lapse by the failure of the insured to pay an instalment 
of the premium for any period and to reinstatement by 
payment of the instalments of the premium in full. 
Even with such a construction there are violations of the 
law and disregard of Standard Provision No. 3. 

Policies lapse for non-payment of the premium and are 
reinstated after the lapse of months without the premium 
for the period during which the policy was lapsed being 
collected. Not only are policies which had been issued 
under the Standard Provisions Law and which have 
lapsed reinstated without the premium being collected, 
but pohcies which were issued before the enactment of the 
Standard Provisions Law, which have lapsed or have 
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been canceled hj the insurer and which contain no pro- 
vision for reinstatement after lapse, have been reinstated. 
Not only is the law violated by the insurer under such con- 
ditions but the insurer asks tiie department to approve the 
violation of the law. 

Standard Provision No. 5 is also disregarded. The 
purpose of this provision is to allow a claimant to give 
notice to the agent of the company with whom he has his 
dealings. Some of the insm-ers practically nullify this 
imrpose by providing that the secretary, or claim 
adjuster, at the home office of the company shall be the 
person to whom the notice is to be g^ven. 

Standard Provision No. 7 relating to filing proof of 
loss is nullified by the provisions of present policies. 
Despite the positive prohibition of the law that no 
Standard Provisions shall be changed or modified, many 
of the policy forms contain a provision requiring a 
claimant to famish proof of loss every thirty days, 
and further providing that in the event that such proof 
is not furnished a claimant loses his right to indemnity. 

Under Standard Provision No. 6 the insurer is required 
to furnish fonns to a claimant on which to make proof of 
his loss. Under Standard Provision No. 7 the claimant 
is required to furnish proof of loss within ninety days 
after the occurence of the loss or the termination of the 
period of disability, and under Standard Provision No. 10, 
upon request of the claimant, the insurer is required to 
pay not less than one-half of the accrued indemnity at 
the expiration of not to exceed each sixty days. The 
requirement tliat a claimant shall furnish proof every 
thirty days manifestly modifies the rights to make proof 
within ninety days after the occurrence of a loss or the 
termination of the period of disability, and to require a 
partial settlement at least every sixty days, which the 
claimant has under Standard Provision No. 7 and 10, 
and also is a shifting of the burden of investigation of 
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the validity of a claim imposed on the insurer by Stand- 
ard Provision No. 8j all contrary to subsection (5) of the 
law. 

Although Standard Provision No. 9 is printed in all 
of tiie policy forms being used, this provision is ineffec- 
tive mider present policy forms. In these forms, the dis- 
tinction between loss of life, loss of time, and loss other 
than that of time, is not made as is contemplated by the 
law. Construing the policy forms literally, the result is 
that it is impossible to make a claim for loss other than 
that of time and the final resnlt is that Standard Provi- 
sion No. 9 is not effective. 

Although Standard Provision No. 10 is printed in prac- 
tically all of the policy fonmi now being issued in this 
state, like Standard Provision No, 9, it is practically 
never followed in the settlement of claims. The reason 
it is not applied is the same as that for the non-applica- 
tion of Standard Provision No. 9, namely, that the present 
policy forms do not differentiate the elements of these 
contracts as contemplated by the law. In this connection 
one fact stands out conspicuously. Although the policy 
forms now being issued mnst be construed to provide 
indenmity for loss of time from sickness for from six 
months to the death of the insured, claims for the maxi- 
mum indemnity as shown by the amomit of insurance pro- 
vided are never paid. But in the event of a claimant be- 
coming afflicted with a chronic illness or suffering a bodily 
loss, which will permanently partially disable him, the 
insurer will cancel the policy and thus deprive tiie insured 
of practically all the insurance provided by the poli<^. 

Many of the policies now being issued have provisions 
for the payment of indemnities otherwise than as pro- 
vided 'by Standard Provision No. 11. For instance, 
accrued indemnities for loss of time are made payable to 
the beneficiary in the event of death of the insured. 

The purpose of Standard Provision No. 12 is to give 
the insurer the ben^t of the larger indemnity or a lower 
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premimn in case of a diange of occupation to one less 
liazardous than that stated in the application. The spirit 
of this provision is disregarded in formulating the pol- 
icies and operating the business. It is practically impos- 
sible for a policyholder to take advantage of this provi- 
sion. He knows nothing of the classification of risks 
made by the insurer uid if he were in possession of a 
classification of risks, it would still be impossible for him 
to avail himself of this provision because no classification 
of risks has been filed by an insurer which is a classifica- 
tion of risks based on occnpation. The classifications of 
risks which have been filed with the Department are a 
conglomeration of occupation, exposure, age, sex, and 
place of residence, with no logical basis for classifying, 
and because so constructed nullify Standard Provision 
No. 12 in the operation of the business. 

Standard Provision No. 13 negatives the right of a 
beneficiary to any control of a policy. But in case of 
death from accident, the right of the beneficiary to the 
death benefit becomes fixed. All of the technicalities and 
limitations in the policy are made use of by the insurer to 
defeat the claim of the beneficiary. If disability was not 
i>nmediate and total at the time of the accident, often the 
claim is rejected. Claims are rejected because an acci- 
dent has not taken the course pre-determined by the 
insurer. For instance, if an accident results in septi- 
cemia or tetanus, the claim is made that the insurer is 
not liable because the insurer died from disease. Injus- 
tice is done the beneficiary in these cases only because the 
policy forms are wilfully or ignorantly ambiguous, and 
not in harmony with the theory of the law. 

In Wisconsin the time limit for the commencement of 
an action upon an insurance claim is six years. Standard 
Provision No. 14 is in conflict with the general insurance 
law on this subject. The Standard Provisions as between 
the insurer and the insured are not law. The law requires 
that the Standard Provisions shall be placed lu a policy 
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and then become part of contract When placed in a 
^tolicy, they are snbject to constmction just as any other 
provision of a policy. It will be readily seen that a claim- 
ant may under Standard Provision No. 14 be deprived of 
rights which he has under the general law. 

Standard Provision No. 15 is designed to preserve cer- 
tain rights to the insured or claimant as to tiie time for 
giving notice of claim or famishing proof of loss. Mani- 
festly it affords no protection to a claimant unless he be 
versed in the law. The insnrer is able to and does take 
advantage of a claimant because of provisions in the pol- 
icy in spite of Standard Provision No. 15. 

Subsection (4) of section 1960 is disregarded in some 
lespects in most of the policies which are being issued. 
Subdivision (1) prohibits any provision in the policy 
"relative to cancellation at the instance of the insurer" 
nnless it be in the form of Optional Standard Provision 
No. 16. Optional Standard Provision No. 16 ia omitted 
from some of the policies and the policy contains a pro- 
vision that if the insured meets with a specifically de- 
scribed bodily loss or disability, the insurance temunates. 
In some of the policies, the provision is that the payment 
of a specific benefit shall terminate the lusurance. There 
are in some of the policies provisions for termination of 
the insurance in tiie event of a failure to pay a so-called 
renewal premium, and the farther provision that the 
acceptance of a renewal premium shall be optional with 
the insurer. All of these provisions are obviously in con- 
flict with the subdivision of subsection (4) above quoted. 

Subdivision (2) of subsection (4) of section 1960 pro- 
hibits the insertion in a policy issued under the law of any 
provision "limiting the amount of indemnity to a sum 
less than the amount stated in the policy and for which the 
premium has been paid," unless it would be in the form 
of Optional Standard Provision No. 17. Optional Stand- 
ard Provision No. 17 is omitted probably from a majority 
of the policy forms, but the policy forms contain provi- 
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sioDs which literally coBstmed effect a reduction in the 
indemnity provided by the contracts. 

This regulation of the law is violated in some respect 
in practically every contract issued. The contracts are - 
formulated and are construed in the settlement of claims 
to relieve the insurer from liability if disability is not 
immediate or within a limited period after an accident. 
The indemnities are decreased or entirely eliminated 
unless tiiere be confinement to tte house and the attend- 
ance of a legally qualified physician. Indemnities are 
reduced under an arbitrary classification of risks which 
is based on liability to meet with fatal or permanently 
disabling disabilities regardless of the liability to meet 
with loss of time. 

If a risk becomes a subnormal risk as to the amount of 
insurance which would indemnify because of a bodily loss 
or by reason of a chronic or recurrent disease, the policy 
is canceled by refusal to renew at the time of the next 
premium payment, and there is frequently a provision in 
the policy, contrary to the law, providing for an auto- 
matic cancellation, when a risk becomes subnormal, as to 
the amount of loss the insured may suffer. 

The policies provide specific benefits for specifically 
described bodily losses or disabilities. For instance, a 
benefit is provided for the loss of a hand above the wrist, 
and a specific benefit is provided for disability which is 
not total but which prevents the insured from perform- 
ing "duties substantially essential" to his occupation. 
These policy provisions might be nnobjectionable If the 
iudenmity could be and were calculated for all possible 
eases of loss or disability of the insured. This is obvi- 
ously impossible. In tiie settlement of claims the amount 
of the liability of the insurer, is considered aa limited 
to the amount provided for the specifically de- 
scribed cases of disability set out in the policy,, regardless 
of the cause of loss «nd the amount of loss suffered by 
the insured. The insured is thus deprived, in violation 
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of the law, of a large part of the insurance whidi the law 
contemplates a policy shall provide. 

Subdivision (3), subsection (4), section 1960, pro- 
hibits any provision in snch a policy providing for the 
deduction of any premium from the amount paid in settle- 
ment of a claim nnless it be in the form of Optional Stand- 
ard Provision No. 18. Despite this provision, so-called 
renewal premiums, whether due or not, which in fact 
imder the law are only the preminms for definite periods 
or terms which are parts of the term of the policy, are 
deducted from the amount of claims. The fact that the 
policy forms do not provide definite terms of insurance, 
as contemplated by the law, makes the character of the 
so-called renewal premium ambiguous, and makes it dif- 
ficult to apply this provision of the law. If the so-called 
renewal is in fact a renewal, then a new contract is made 
and there is no right to deduct the premium from the 
amount of a claim, for no premium is due. If the so- 
called renewal premiums are in fact simply instalments of 
the premium, there is a misnomer in the policy which mis- 
leads and deceives the insured and renders the contracts 
ambiguous, and by a violation of the law renders this 
subdivision ineffective. 

Subdivision (4), subsection (4), section 1960, prohibits 
any provision "relative to other insurance by the same 
insurer" unless it be in the form of Optional Standard 
Provision No. 19. The enabling paragraph to the differ- 
ent forms of Optional Standard Provision No. 19 provides 
that tiie insurer shall insert in the blank spaces "such 
upward limits of indenmity as are spedfied by the insur- 
er 's classification of risks, filed as required by this act" 
It is safe to say that this portion of the law is never 
observed by the insurers in the use of this Optional Stand- 
ard Provision. Instead of inserting in tiie blank spaces 
"such upward limits of indemnity as are specified by the 
insurer's classification of risks, filed as required by this 
act," the almost invariable practice is to insert the 
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amounts provided by the policy, thereby effecting a can- 
cellation of all other policies issued by the insurer to the 
individual insured. The blank space to be filled in with 
the a^p'egate indemnity for loss other than that of time 
is filled with the amount payable under the policy for 
single, double, or triple indemnity for loss of life, regard- 
less of the limit of indemnity which might be provided in 
the classification of risks for indemnity for loss of time 
in the occupation of the insured, and not differentiating 
"loss of life" from "loss other than that of time." 

Subdivision (5), subsection (4), section 1960, prohibits 
any provision in a policy, (5) "relative to the age limits 
of the policy" unless it be in the form of Optional Stand- 
ard Provision No. 20. Begardless of this provision of the 
l%w and of subsection (5) of tiie law prohibiting any pro- 
vision in a policy, "contradictory in whole or in part" of 
the Standard or Optional Standard Provisions, many of 
the policies being issued contain provisions providing a 
change of rate of premiums after a certain age, for the 
cancellation of the health insorance at a certain age and 
the cancellation of the entire policy at a certain age. The 
jKilicies which contain the provisions for termination of 
the insurance at certain ages usually do not have Optional 
Standard Provision No. 20. 

Perhaps no policy being issued at present contains all 
the violations of the Standard Provisions I-aw and of the 
Standard Provisions which have been mentioned. Every 
policy, however, which is being issued does violate the law 
in some respect. Moreover the tendency in tiie business 
is not toward conformity with the law in the formulation 
of poUcies, but, on the contrary, the disregard of the law 
and the Standard and Optional Standard Provisions is 
more marked in ihe new policy forms which are being 
submitted. 

It may be well to note in a general way the saliait 
features of the policy forms submitted to the department 
since the enactment of the Standard Provisions Law 
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wherein the violations of the regulations of the law are 
emphasized. As already stated the phraseology of the 
contracts was not changed except as required by the 
Standard Provisions regulating the settlement of claims. 
The number of policy forms was not decreased and stand- 
ardized as contemplated by the law. 

Shortly after the law became effective the number of 
limited accident policies was multipUed, literally hun- 
dreds of such forms being filed with tiie department. The 
limited health policy modeled on the theory of the limited 
accident policy came into prominence about the middle of 
1915. The theory of the law is that an accident policy 
embraces all accidents and a health policy embraces all 
diseases except those expressly excepted. The theory of 
the limited policy is that it covers only such accidents or 
diseases as are expressly mentioned. 

These limited policies failed to meet with popular favor 
although pushed hard by certain of the insurers. They 
ran their course in the two or three years following the 
enactment of the law and failed of success because they 
did not meet and satisfy the public need and demand. 

The aggressive and superficial students of insurance 
among the insurers next took up the policy form com- 
monly known as the "Pacific Disability Policy," wherein 
all accidents and diseases were covered, but the term 
"disability" was emphasized in contradistinction from 
"loss," and as so distinguished was restricted by various 
phrases descriptive of specific disabihties; "immediate, 
continuous and total disability, ""confines the insured 
within the house," "requires the attendance of a physi- 
cian," etc., reducing the amount of insurance. This form 
and its modification failed to arouse popular enthusiasm 
in the two or three years when it was pushed. 

In 1919, the so-called "non-cancellable policy" in sev- 
eral variations was issued by one of the insurers and 
quid^y copied by others. This form now engages the 
activities of those insurers and agents who are not con- 
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cemed mth the real problems of health and accident 
insurance as an instrnmentabiUty for rendering service 
to the public. The salient feature of this policy form 
in violation of the law is the exclusion of indemnity for 
loss of time for one, two or three months and the 
attempted elimination of indemnity for partial loss of 
time contrary to subdivision (2) of subsection (4), sec- 
tion 1960, prohibiting any provision "limiting the amount 
of indemnity to a sum less than the amount stated in the 
policy." 

It is perhaps proper at this point to take upon myself 
the role of a prophet The idea is in process of forma- 
tion that the moral hazard in the health and accident 
business may be eliminated by combining this business 
with life insurance, charging higher premiums and incor- 
porating the investment element of life insurance into 
health and accident policies. I predict that within six 
months policies embodying this idea will be submitted to 
the department. Such forms will be accumulative evi- 
dence that many, perhaps most, of the health and acci- 
dent insurers are not Informed in the fundamentals of 
insurance and do not differentiate the various kinds of 
insurance from one another. Premature death is the 
cause of loss in life insurance ; personial accident and dis- 
ease are the causes of loss in health and accident insur- 
ance. A level premium, necessarily involving an invest- 
ment, is an essential of practical life insurance; during 
the earning period, in health and accident insurance, the 
hazard of loss does not increase with age. In life insur- 
ance the contingency of death is certain to occur with a 
consequent total loss; in health and accident insurance, 
except in cases of loss of life by accident, the loss of time 
or earnings is not liable to occur and when it does occur 
is only temporary and partial, and there is the additional 
loss from expenses for care and treatment of the person. 
In life insurance the amount of insurance and the amount 
of indemnity is the same and is a fixed amount; in health 
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and accident insurance, except in case of accidental death, 
the amount of insxtrance varies from nothing to the dura- 
tion of life, and the amount of indemnity differs with 
every settlement. In life insurance there is always a 
benefidary other than the insured; health and accident 
insurance contemplates that the insured shall himself be 
the ben^ciary. The disregard of these differences must 
inevitably produce policies which are out of harmony with 
the theory of health and accident insurance. 
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Policy Form Submitted for Criticisms and Suggestions 

For the proper consideration of all the critidams and 
suggestions which have been retnmed on the health and 
accident policy form submitted with the letter of May 21, 
it is necessary to collate and classify them. 

The policy form was sent ori^ally to all of the state 
departments and to all of the companies and associations 
doing a health and accident business in Wisconsin. It 
was also sent to some friends in the business. Later it 
was sent to the members of the Health and Accident 
Underwritera ' Conference, not doing business in Wiscon- 
sin, and in answer to some requests. 

In a general way, the answers of the departments con- 
sidered the policy form under the Standard Provisions 
Ijaw as calculated to pat the biuiness on a better basis, 
while the insurers disregarded the law and laid stress on 
present, temporary conditions in the business, without 
considering the adequacy and efficacy of present prac- 
tices in meeting present needs and the future growth and 
development of the business. 

Departmental Replies 

In so far as there were expressions of opinion from 
the departments, the approval of tiie policy form sub- 
mitted was unanimous. Several of the departments sug- 
gested that the form be submitted to the Commissioners' 
Convention for adoption, with some changes in phrase- 
ology, as the standard form. One of the departments 
went outside of the question of the policy form tmd sug- 
gested that the right of cancellation be taken from the 
insurers. Some of the departments stated that they were 
greatly interested in the matter and promised further 
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stady of the subject One department suggested that the 
greatest definiteness in the matter of benefits was desir- 
able, but approved of the form as likely to bring decided 
improvement in the business. This was the nearest to a 
criticism made by any department. 

Cominittee of the Executive Committee of Health and Acci- 
dent Underwriters' Conference 

As already stated the poli{^ form was originally sent 
to some friends in the business. Among these was the 
President of the Health and Accident Underwriters' Con- 
ference. No reply was received from him. Shortly after 
sending the policy form imd the accompanyii^ letter to 
the president of the conference, letters were received 
from several companies not doing business in Wisconsin 
asking for copies of the policy form, and stating that they 
had received a letter from the president of the conference 
advising them not to reply individually to this depart- 
ment but to leave the matter to a committee of the execu- 
tive committee, which would report to the executive com- 
mittee at the coming meeting of the conference. The 
president of the conference was advised that the depart- 
ment had been informed of his letter, and the writer 
offered to give the committee the use of the material col- 
lected and every assistance in the preparation of their 
report. The president replied that the matter bad gone 
out of his control into the hands of the executive com- 
mittee and that he assumes the committee to be 
appointed would make a thorough investigation of the 
matter. Upon request the chairman of the executive 
committee gave the names of the committee. An offer 
to the members of tiie committee to meet with them and 
work out a report developed the fact that the chairman 
and one member of the committee were away on vacations 
and would not return until too late to consider the matter 
before the meeting of the conference. 

The third member of the committee replied promptly, 
stating that he believed in standard forms of policies 
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and, evidently expecting tiiat the committee would not 
meet and do any real work on the matter, asking that he 
be furnished with the reasons for the various provisions 
in the form submitted. In reply he was advised that the 
form could not be finally settled until the suggestions and 
criticisms asked for had been considered. He was prom- 
ised a copy of the report when completed. 

No report was made by the committee to the executive 
committee of the conference at the meeting in the first 
week of September, 1919, and the matter was not con- 
sidered by the executive committee or the conference. 
Replies of Insurers 

The replies received from members of the Health and 
Acddent TJnderwriters' Conference are evidence that 
many members of the conference favor the standardisa- 
tion of health and accident poUcy forms. A consider- 
able number of members of the conference and a number 
of insurers not in the conference approved the policy 
form submitted and expressed the hope that the time 
might come when they would issue only such a policy, but 
in view of the opposition of so many of the insurers, and 
especially the strong and general opposition of the larger 
companies, they expressed the fear that it could not be 
issued by them at present. The need of standardization 
of policy forms and the elimination of frills therefrom 
were acknowledged as prerequisite to the growth and 
development of the business, but these insurers were 
apprehensive that they did not have the resources to take 
the initiative with a reasonable expectation of success. 

The majority of the insurers who have answered the 
letter of May 21, disapprove the standardization of pol- 
icy forms on the various grounds which will hereafter be 
considered. An examination of the criticisms submitted 
shows them to be inconsistent with one another. They 
are fragmentary and disconnected, and manifestly are not 
based on a comprehensive conception of the business and 
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its elements and on an informed construction of the law. 
They are, in fact, not criticisms of the policy form but 
are a defense of present policy forms and company prac- 
tices. 

The opening sentence of the letter of May 21, states 
that the policy form enclosed "is designed to provide ail 
of the insurance authorized by the Standard Provisions 
I<aw." If the purpose to formulate a policy form provid- 
ing all the insurance authorized by the law was realized, 
the criticisms are neither more nor less than criticisms 
of the law itself. Whether or not the criticisms of the 
■ law are valid is impossible to say, for the reason that 
insurance under the law has been tried out in only the 
few cases which have come before the courts. The great 
mass of present policies have been formulated and ad- 
justments have been made in almost entire disregard of 
the law. In the cases which have been before the courts 
the policies have been construed and the law has been 
interpreted in harmony with the construction and inter- 
X>retation used in formulating the policy submitted. 

The first impulse, therefore, was to answer the criti- 
cisms generally with the observation that it was apparent 
that the writers had disregarded the Standard Provi- 
sions Law and, therefore, were not writing on the ques- 
tion under consideration. The adoption of standard 
forms, however, would materially change present prac- 
tices and the criticisms should therefore be discussed. 

Evolution. It is asserted that present policy forms are 
the outgrowth of a process of evolution, that this process 
should be allowed to continue under the control of the 
insurers, and that the adoption of standard forms of 
jjolicies would stop this evolutionary process and the con- 
sequent development of the business. The truth is that 
the present forms of health and accident policies are 
largely survivals of forms which were inapplicable to the 
purchasers, and which were sold under such conditions as 
to induce prospective policyholders to believe they would 
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get snch health and accident policies as they needed and 
desired, eBpedaUy as to amount, while the intent was to 
provide much less; they also embody the attempts to. 
avoid the effect of court decisions construing the poli- 
cies to provide the insurance policyholders believed they 
were getting and were entitled to; and, finally they are 
the result of the attempts on the part of the insurers to 
evade the operation of the Standard Frovisions Law. 
Present policies are not an evolution but are essentially 
a conglomeration of deceptions and evasions of duty. 

It is alleged that the standard form of policy submit- 
ted is revolutionary and would engender a great amount 
of controversy and require an endless line of court deci- 
sions for construction and interpretation. 

The first statement in the letter accompanying the pol- 
icy form submitted is that it is designed to "provide all 
of the insurance authorized by the Standard Provisions 
liaw." The Standard Provisions Law is essentially a 
codification of the law and court decisions existing at the 
time of its enactment. 

The policy form submitted, therefore, is not revolu- 
tionary except in the sense that it would tend to end decep- 
tion and inequity in this most important branch of insur- 
ance. It is truly an evolution in that it embodies the effect 
of court decisions eliminating the inequitable limitations 
and restrictions which have been common in these policy 
forms. There would, therefore, be little need for con- 
struction and interpretation. J 
Moreover, the investigation of settlements in 1911 dis- 
closed that the ordinary small claim when allowed was 
allowed by the claim adjusters for the insurers on the 
whims of the adjusters in disregard of technical clauses 
and provisions of the contracts and that any allowance 
was treated as a gift or gratuity; the size of the gratuity 
was a measure of the generosity of the insurers; and 
claims were rejected by a rigid application of technical 
clauses and provisions and not on grounds of equity or 
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Liw. It may fairly be said that tlie primary purpose in 
^ the enactment of the Standard Provisions Law was the 
establishment of sudi rules for the adjustment of olaims, 
that no recourse to the courts would be necessary for legal 
construction, but such recourse would be limited to cases 
where there was dispute as to the facts. 

Insuring Clause Incomplete. The insuring clause of the 
policy form submitted was criticised as incomplete in that 
the contingencies of accident and sickness were not dis- 
tinguished and differentiated and defined therein. The 
only objection to adding to the clause the definition of the 
insurance regulated by the law in subsection (1) of the 
Standard Provisions Law, and included in the policy, 
namely, "against loss or damage from the sickness or 
the bodily injury or death of the insured by accident" is 
that there would be a repetition. The losses against which 
insurance is provided and the amount of insurance are 
thereafter specifically described in the appropriate 
clauses. Nothing could be gained by repetition. The 
criticism of a want of differentiation of "accident" from 
"sickness" might have had some force twenty years ago, 
but the distinction between and the differentiation of 
"accident" from "disease" as causes of bodily disability 
had been made by the courts when the Standard Provi- 
sions Law was enacted and were of course incorporated 
and embodied in the law. 

Special Indemnities Omitted. It is claimed that the 
jiolicy form submitted is objectionable and is not an 
improvement on present policy forms because the ordi- 
nary provisions for the payment of specific benefits for 
dismemberments and loss of sight are omitted. It is 
asserted that insurance against such losses are just as 
legitimate as insurance against loss of time. This criti- 
cism raises the question of the force or effect under the 
Standard Provisions Law of such provisions in the forms 
now being issued. 
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Vice-President Page of the Travelers said in a lecture 
before the Insurance Institut&at Hartford: 

"Accident insuranpe was designed primarily . to 
compensate the insured for loss of business time. It 
was never intended as a bonus or to put* premium 
on injury. The specific amounts paid immediately 
for accidental loss of limbs or eye-sight, the optional 
benefits for certain fractures and dislocations, are a 
commutation of the amount which would otherwise be 
paid under the weekly indemnity feature." 
The law does not authorize premimns for insurance 
against such losses, nor does the Standard Provisions 
Law like the Workmen's Compensatiou Act fix the per- 
centages or portions which snch losses shall bear to a 
total loss or the amount of insurance provided by a pol- 
icy. Under subsection (9) of the Standard Provisions 
Law a policy which is issued in violation of the act, i. e. 
is not in compliance with the act, is nevertheless to be 
construed under the act. 

If policies with provisions for specific benefits be con- 
strued under the law, they must be held to provide the 
indemnities authorized by the law. If such policies be 
construed to provide indemnity for loss of time the provi- 
sions for specific benefits must be held to be in the nature 
of offet^ on the part of the insurer to make settlements 
of claims for such loss of time under the conditions and 
limitations set out in iti^ese provisions, and the amomits 
offered must be held to be commutations of the indemni- 
ties for loss of time which the claimant would receive. 
The acceptance of such an offer is of course optional with 
a claimant. Upon acceptance of an offer, the benefit be- 
comes a valued one and tiie insurer is estopped from 
raising the question of whether or not the benefit is in 
excess of indemnity. The only question that can be raised 
is whether or not the claimant has met the conditions of 
the offer. Anderson v. Aetna Life Ins. Co., 28 L. R. A. 
(N. S.) 730, and note; Kangas v. Standard Accident Ins. 
Co., 1918B L. R. A. 504, and annotation. 
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Disabiliti/ Less than Total. The policy form submitted 
is critidsed because it contains no provision for the pay- 
ment of benefits for loss of time where the loss of time 
is not total because disabiUty is not total, but is intermit- 
tent or partial, or the claimant does not require medical 
or surgical treatment, or is not confined to the house. The 
primary fmiction of insurance is to provide protection 
against loss from the contingencies included in the con- 
tract. In the clauses of the form submitted providing 
indemnity for loss of time, a recovery is limited to the 
loss established and is also limited to a definite sum per 
month or week and to a definite number of weeks or 
montiis. These clauses assume that an insurer intends to 
indemnify and to pay neither more nor less than indem- 
nity up to the limit provided. Indemnity for loss of time 
in health and accident insurance is no different from 
indemniti/ in fire insurance. Either the intention is to 
provide indemnity for loss of time or earnings from acci- 
dent or disease, or to pay more or less than indemnity 
under certain stated conditions which conditions do not 
measure the actual loss suffeired. The policy submitted 
proposes to provide indemnity for loss of earnings as 
limited by the policy, whether such loss be total or par- 
tial, continuous, or intermittent; whether or not medical 
or surgical attendance is necessary, and whether or not 
there be confinement to the house. The policy, further- 
more, provides for the periodic ascertainment and pay- 
ment of indemnity as so limited. 

The character of the disabili^, whether total or partial, 
continuous or intermittent, etc., is evidence only of the 
amount of loss and has no bearing on the question of 
whether or not the loss was due to accident or disease, 
which fixes liability. There is, therefore, no necessity for 
provisions for the payment of benefits for partial dis- 
ability, and there is no necessity for stating that the loss 
of time shall be from the business or occupation of the 
insured. That form of Standard Provision No. 1 whidi 
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provides for a reduction of indemnity in the event of a 
change of occupation to one more hazardous clearly indi- 
cates that the indemnity provided by policies formulated 
under the law must be limited to the payment of indem- 
nity for loss of time, i. e. loss of earnings in the claim- 
ant's occupation. 

The amount of the liability of an insurer under a con- 
tract depends on whether the contract be construed as a 
valued policy or as a contract of indemnity. A contract 
of insuruice may in fact be a valued policy because the 
happening of the contingency causes total loss, and be- 
cause the insured may be unable to pay the premium for 
full indemnity (Life Insurance), or it may be construed 
against the insurer as a valued policy because the insurer 
lias knowingly promised a benefit in excess of indemnity. 
In a valued policy there is no necessity for proof of the 
amount of loss. All that is necessary is to show that the 
circumstances and conditions described in the contract 
exist Under a contract of indenmity a measurable loss 
must be established before there is liability. In contem- 
plation of law every contract of insurance is a contract of 
indenmily, and when a contract is formulated and con- 
tains such restrictions and limitations that it may be con- 
strued as a valued policy, the courts in health and acci- 
dent insurance cases will give a claimant not only the 
indenmity to which he may be entitled but will also grant 
a recovery in the nature of damages for the fraud which 
lias been perpetrated upon him by the insurer. The pol- 
icy submitted is a contract of indenmity. The provision 
for a definite amount of benefit for loss of life by accident 
is a valued benefit. The amotmt of insurance provided 
for loss of time may be construed as a valued benefit only 
if the insured suffers total and permanent loss of time. 
If partial or temporary loss of time be suffered the indem- 
nity feature of the contract is emphasized and a claimant 
luts the right to establish his loss for any month and be- 
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comes entitled to indenuut^ up to the amount of insur- 
ance provided for loss of time for the month. 

It is conceded that if it be the intent of a contract to 
provide a valued benefit for temporary partial loss of 
time the policy form submitted does not express suoh 
intent. It is insisted, however, that such a refinement of 
the cUusification of indemnity is not an element of the 
insurance busings nnder the law, and the consideration 
of this question, is, therefore, only speculative. 

If it be desired to formulate a policy tmder which the 
insured shall bear the first part of the loss it will be easy 
to make such a provision by a rider providing that in con- 
sideration of the reduction of the premium by a certain 
amount the insured agrees to carry any loss up to a cer- 
tain amount or for a definite period of time-, however, 
such a provision is not authorized by the law. Perhaps 
the law should be amended. 

Paraphrasing the statement of Mr. Page for the instant 
purpose it would read : 

"Accident and health insurance was primarily 
designed to indemnify the insured for loss of earn- 
ings because of loss of business time caused by acci- 
dental bodily injury or disease. It was never in- 
tended as a bonus or to put a premium on a specific 
injury or disability. The benefits provided for spe- 
cific bodily losses or physical disabilities are in lieu 
of indemnity for partial loss of earnings and are a 
commutation of the amount which woidd otherwise 
be paid under the indemnity feature providing for the 
periodic ascertainment and payment of indemnity." 
As the provision in the policy submitted for iasurance 
against loss other than tiiat of time was considered, 
there was a disposition to eliminate the portion of the 
paragraph providing for the division of the amount of 
indemnity into periods for the ascertainment of indem- 
nity for such period. The amount of expenses incurred 
for care and treatment is directly related to the lapse of 
time only in chronic cases of disease, and, in view of the 
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oonditions in the ordinary case of disability, tiiis portion 
of this paragraph might be construed as a violation of 
jsnbdivision (2) of subsection (4) of the Standard Pro- 
visions Law, prohibiting any provision in a policy "Umit- 
ing the amount of indenmity to a sum less than the 
amount stated in the policy and for which the premium 
has been paid," unless it be in the form of one of the 
Optional Standard Provisions. In the ordinary case of 
disability from accident or disease expenses for opera- 
tion, medical attendance, hospital and nurses, pile up in a 
short time, and where disability is short and expenses 
high there would be a reduction of the indemnity by this 
provision. The provision for the limitation of the indem- 
nity for loss other than that of time to a definite amount 
per month has therefore been eliminated in the revised 
form. 

Cost of Settlements Excessive. It was anticipated that 
there would be very strenuous objection to the policy form 
submitted on the ground that the liability of the insurers 
would be increased and, therefore, it would be necessary 
to make a material raise in rates. 

It is said that it would be impossible to fix the cost of 
claims un^er the policy submitted ; that the accumulated 
statistics on cost would be valueless; that the insurers 
would be at sea for years as to the premium to be charged ; 
that during the period of readjustment the insurers would 
be compelled to bear enormous losses to the repairment 
of the surplus ; that the premiums to be charged would be 
almost prohibitive; that the premiums now charged are 
fixed by custom and any increase would result in a great 
decrease in the volume of business, and that the ratios 
for the different classes of risks would require readjust- 
ment. These contentions are obviously inconsistent with 
each other and are in fact urged in defence of present 
practices in the business. They disregard the fact that 
nnder subsection (9) of the Standard Provisions Law, 
every policy must be construed under the law. They dis- 
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regard the fact that the poHcy form submitted is formu- 
lated under the law and that every poUcy construed under 
the law must provide the indemnities provided in the pol- 
icy submitted. So construing present policy forms, the 
contentions made are an admission that claimants under 
present settlements are not paid what they are entitled 
to under the law, and that advantage is being taken of 
claimants in adjustments. 

These contentions in all cases are based on the assump- 
tion that there would be a great increase in disbursements 
for claims under the form submitted. For the insurer 
who is paying claimants indemnity or what they are enti- 
tled to, no increase of premiums woutd be necessary. 
The insurer who construes the policy literally and takes 
advantage of all technical limitations and is not paying 
what claimants are entitled to should be compelled to do 
fio. Under the policy submitted he would not have even 
the shadow of a right to reject or reduce claims because 
of conditions in the policy in no way related to ^the liabil- 
ity or the amount of the liability or the amount of the 
loss on which a claim is based. If it is a general practice 
to cut down claims unfairly because the rates charged 
are inadequate, an increase of rates must follow the use 
of an honest policy form. If it is the practice of only 
part of the insurers to shave claims unjustly, under the 
form submitted they would be obliged to reduce tiieir 
pilferings. The contention that disbnrsement would be 
greatly increased nnder the policy submitted, however, is 
not warranted. In the first place there would be a decided 
saving on many claims where payments are now made in 
excess of indemnity. Many claims are now paid where 
there has been no actual loss with the result that it has 
been to the advantage of a policyholder to be laid up. 
There would, therefore, be a large saving on claims 
which from an insurance standpoint are fraudulent. 
Moreover, an investigation by the largest health and 
accident company in this state a year ago showed con- 
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elnsively that if all the sickness claims of the company 
were paid in full in cases of total disability without con- 
finement to the house, the cost would have been less than 
five cents per month per policyholder. This amount would 
be saved by a reduction in the cost of acquisition because 
of satisfied policyholders. The assumption of an increase 
of disbursements for claims not only does not take into 
consideration the savings there would be on claims where 
payment is made in escess of indemnity, but does not 
consider the cases where payments are now made for 
losses not included in the contract, such as medical bills 
where there has been no loss of time and the contracts did 
not include medical expenses. The policy form submit- 
ted clearly distinguishes indemnity for loss other than 
that of time from indemnity for loss of time, and no claim 
could arise under a policy providing indemnity only for 
loss of time. The effect of the policy on the amount of 
disbursement would be a readjustment of disbursements 
on an equitable basis. Probably, honest claimants would 
get more than they receive under present policy 
forms. There would, however, be a very large saving on 
claims which are excessive, either because fraudulent in 
whole or in part, or because the insurer desires to curry 
favor by making payments in excess of indemnity as lim- 
ited by the contract. The objection along this line is mere 
speculation not based on a study of the question. 

The answer to the claim that the accumulated statistics 
would be rendered valueless is that, by the adoption of 
the form submitted, the fact would be recognized that 
from an insurance standpoint the present statistics are 
practically valueless, and are a hindrance to the accumu- 
lation and collation of really scientific statistics which 
will show the loss incurred because of sickness and the 
death and bodily injury of the insured by accident, and 
will furnish the data for making an honest and scientific 
classification of risks by occupation. The insurer is at 
sea at present as to what are reasonable and adequate 
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rates. Present rates are largely gnesses based in a large 
degree on cost of claims to the insurer. 

The problem of rates is not to obtain greater premimna 
bnt to make a more equitable distribution of premiums 
now collected, particularly as between the policyholders, 
and to make savings bo there would be a reduction of the 
expense of acquisition and continuance. 

A business which consumes at least fifty per cent of the 
income of most of its operators and in some cases eighty 
per cent or eighty-five per cent of the income in expense 
of operation is very near the extreme of inefBdency, and, 
obviously, in common sense has as its prime necessity a 
reorganization of itself for practical efiSciency. 

The ease with which health rates have been raised in 
the past on the plea of necessity because of tiie influenza 
with an accompanying increase in the number of policy- 
holders is a demonstration that any readjustment of rates 
necessitated by increased disbursements can be made 
easily and quickly and does not involve enormous losses 
and years of time. 

It is also a refutation of the claim that the pr^mmns 
in this business are fixed and unchangeable and an 
increase of rates would mean a decrease in the volume of 
business. 

Optional Indemnities. The provisions for the payment 
of optional indemnities submitted with the letter of 
May 21, are criticised as not formulated imder the law. 
and as not providing the insurance authorized by the law. 

In the letter accompanying the policy form submitted, 
the attempt was made to convey the idea that the provi- 
sions for optional indenmities were not a part of a con- 
tract formulated under the law. It was stated they should 
not be incorporated into the policy proper and that the 
insurer could modify, limit, restrict, or enlarge tiiem in 
any way desired. The only restriction upon them would 
be that they must be bona fide eommntations of the 
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amounts to vhich the insured would be entitled for loss 
of time onder the policy. The provisions suggested were 
taken almost literally from present policy forms. 

The criticisms of the optional indemnities submitted 
are, therefore, criticisms of present policy provisions. As 
now used they are not logical or formulated in reason or 
under the law. The law does not autiiorize such provi- 
sions. Considered as provisions of insurance contracts, 
they provide specific amounts of benefits and not the 
indemnities authorized by the law. They have no place 
in a policy formulated under the law. In the present pol- 
icies these provisions are not formulated as offers to pay 
certain sums of money in case specific disabilities or 
bodily losses are suffered, in lien of the indemnity to 
which a claimant would be entitled under a policy form- 
ulated under the law, which sums should he a commuta- 
tion of the amount which would otherwise be paid under 
the monthly indemnity features for the periodic ascer- 
tainment of the indemnity for loss of time, but they are 
phrased so that literally construed they are on a par with 
or even of greater force than the provisions for the pay- 
ment of indemnity periodically, which is the only un- 
qualified limitation on the payment of indemnity and for 
a reduction of indemnity recognized in the law. It was 
assumed that they were honest attempts on the part of 
the insurers to commute the amounts to which the insured 
would be entitled for loss of time under the contracts. 
Anthorship is disclaimed and the writer is not called upon 
to defend them. The sole purpose in suggesting them 
was to meet the anticipated objection to the policy form 
submitted that the adjustment of claims would be made 
more difficult under the form submitted than under the- 
forms now used. There was considerable hesitation in 
submitting them, originating in the thought that their 
real relation to the policy might be misunderstood, but 
it was thought that there was provision against such a 
misunderstanding by the accompanying letter. 
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Any provisions in a policy for indemnitiea not author- 
ized by the law are, when constmed most favorably to 
the insurer, in the nature of offers to settle immediately 
claims on which the liability can only be determined and 
established with the lapse of time. The purpose of an 
offer of settlement is to relieve the insurer of the work 
of collecting periodically proof of loss and of making 
adjustments) 'pud ipartial payments. Tbe tjaimimf 9s 
relieved of the work of making periodical proof of loss. 
Clearly an offer of settlement cannot be made mitil Uabil- 
ity has attached. 

Periodic Ascertainment and Payment of Indemnity for 
Loss of Time. It is claimed that the provisions of the 
policy submitted for the periodic ascertainment and pay- 
ment of indenmity for loss of time are practically impos- 
sible of execution in cases where a claimant is not receiv- 
ing a definite salary, or wages. For instance where com- 
pensation is by commissions or for piece work and where 
a claimant is managing bis own business ; in cases where 
employment is not continuous (teachers) ; where the 
value of services fluctuates with the seasons (farmers, 
craftsmen in the building trades) ; and where disability 
and loss of time entail no diminnsion of income (persons 
receiving incomes from investments, cases where the 
employer continues to pay the salary in cases of disabil- 
ity). Cnriously enough, this criticism is urged most 
strenuously by an insnrance company official who states 
"accident insurance was designed primarily to compen- 
sate the insured for loss of business time. It was never 
intended as a bonus or to put a premium on injury. " The 
conclusive answer to this criticism is that indemnity for 
loss suffered is basic to insurance and where the amount 
of loss sustained cannot be measured or established, no 
indemnity can be paid. The answer is conclusive, how- 
ever, only when a policy providing indemnity is distin- 
guished and differentiated from a policy providing valued 
benefits. 
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It is possible to cQDstrae a policy providing indemnity 
for loss of time as a valued policy in case of death or 
permanent total disability, although the law does not 
warrant such a construction. In case a policy provides 
a specific or valued benefit for loss of time from accident 
or disease, it may be held that death caoses a total loss and 
the beneficiary, therefore, is entitled to the full amount 
of insurance provided. Furthermore, if there be no defi- 
nite amount of insurance and a limit to the time for the 
periodic ascertainment of indemnity for loss of time, the 
expectancy of life of tiie deceased must be calculated. 
Snch a construction is a possibility common to the policy 
form submitted and to the policy forms now being used, 
and depends on tiie construction put on a policy form by 
the insurer. Such a construction may be avoided by dif- 
ferentiating indenmity for loss of life from indemnity 
for loss of time. 

The insuring company may construe an accident or 
health policy to be a valued policy, and, if bo construed by 
the insurer by placing a provision therein providing for 
payment to the beneficiary of unaccrued indannity for 
loss of time, the courts would necessarily put the same 
construction upon it. If indenmity for loss of life by 
accident be distinguished from indemnity for loss of time 
by accident, and a policy provides both, the insurer would, 
of course, be liable for both. In the policy form submit- 
ted these indemnities are differentiated more clearly than 
in the law. If the insurer persists in disregarding the 
distinction, he should suffer for his wilful violation 
of the law. Indemnity for loss of life is not differen- 
tiated in the policies now in use from indemnity for loss 
of time, and any excessive judgment against the insurer 
is due solely to their refusals to provide the indemnities 
authorized by the law. 

The complete answer to this objection is that the proof 
required from a claimant would be entirely in the control 
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of the insurer. If the insurer wishes to pay a claim with- 
out requiring proof of the loss there would be nothing to 
«top such paymeot, but, on the other hand, the insurer 
~would have absolute protection against fraudulent claims 
because the same proof as wonld be required to sustain 
the claim in court could be demanded of a claimant. 

The practical answer to this objection is for the insur- 
ers to lay stress in the conduct of their business on the 
fact that indemnity is basic to insurance; to issue pol- 
icies which provide only the indemnities contemplated by 
the law, and to issue policies which will provide the indem- 
nities needed by the policyholder. For instance, a person 
who can suffer no loss of time of insurable value should 
have a policy insuring him against loss from expenses 
■only, i. e. loss other than that of time. Where the value of 
time varies with the seasons, the policy might provide 
-different amounts of insurance for loss of time according 
to the season; and where the compensation is by com- 
missions or earnings from a business, a claimant should 
be required to prove the value of the time lost, and the 
jjolicy should not provide a valued benefit for loss of 
time. Of course the insurer is not entitled to a reduction 
of the indemnity in cases where the person disabled 
leceives gifts ; for instance, where an employer continues 
to pay a salary. 

Partial Loss of Time or Partial Disability. It is said 
"that no specific provisions for partial disability from 
the insured's occupation is made in the form submit- 
ted, and that such loss is just as insurable a proposition 
as total loss of time or total disability. The policy is 
■designed to provide indemnity for five kinds of losses; 
loss of life by accident; loss of time by accident ; loss other 
than that of time by accident ; loss of time by disease, and 
loss other than that of time by disease. There is no 
attempt to provide a specific benefit for total loss of time, 
for the law does not authorize such a contract. The law 
does not authorize a valued benefit for loss of time any- 
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more than it antiiomes a valued benefit for any specific 

disability. 

The limitation upon the amount payable monthly fixes 
the limit beyond which indemnity will not be made. The 
limitation of time dnring which the monthly indemnity 
will be paid is a further limitation on the amount pay- 
able. Both of these limitations are contemplated and 
authorized by the law. If a policy be construed to be 
a valued policy, there would be no meaning to these 
limitations and, moreover, the limitation that the loss 
must be established by the insured would have no mean- 
ing. Insurance up to a fixed amount means that full 
indemnity will be paid for a smaller loss and that full 
ind^Eimity wUl not be paid for a greater loss. There is, 
therefore, no need for a provision for specific boiefits 
for partial loss of time or partial disability. In the letter 
veeompanying t^e form it was suggested that an optional 
indemnity provision for partial loss of time be formu- 
lated. This might be practically the same as the provi- 
sion common to present policy forms with a clause show- 
ing it to be a oifer to settle a claim under the conditions 
provided. 

No Provision for Double Indemnities. No double indem- 
nity provision is placed in tiie policy for the reason that 
the law does not authorize this kind of insurance. If the 
double indemnity provision in the present policy forms 
be analyzed it is obvious that snch a provision provides 
insurance against loss from certain accidents. The law 
does not authorize such a contract. 

Bailway ticket policies, with the limitation that they 
shall be sold only at railway stations or at railway ticket 
oflBces, are excepted from certain portions of the Stand- 
ard Provisions Law. There is no warrant in the law for 
combining such policies with other forms. Moreover, the 
issue of such policies to the general public which is not 
exposed to the hazard is unjust, even assuming that this 
insurance is valuable and is provided for a nominal pre- 
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mium. Some one must pay the premimn to meet losses 
and assuming that the premiums collected are figured to 
meet losses, under present conditions the class not 
exposed to the hazai^ pays the larger portion of the 
premiums. The fact is that this kind of insurance is of 
practically no value. One company which has collected 
more than $300,000 on this kind of policy has paid bene- 
fits of only $7,500. A business transaction which gives 
two and one-half cents of value for an expenditure of one 
dollar is not a profitable one to the purchaser. 

While it is true that the Standard Provisions Law does 
not undertake to fix tiie amount of benefits payable, the 
fundamental purpose in the enactment of the law was to 
fix and make definite and certain the conditions deter- 
mining Uability. The manifest secondary purpose in the 
enactment of the law was to assure the payment of bene- 
fits to claimants based on Uie loss actually suffered. 
Under the law, the occurrence of loss (loss of life, time 
or other than that of time ; from accident, or loss of time, 
cr loss other than tiiat of time from sickness) from the 
contingencies of accident or disease determines liability, 
and the right to full indenmity is absolute except in cases 
where the loss exceeds the amount of insurance. 

The common double indemnity provision has been 
omitted from the policy form submitted for the additional 
reason that this provision in the policies is exceedingly 
dangerous for the insurer. The only element in this pro- 
vision recognized by the law is ttie amount of insurance 
provided. In an action for the amount of the double 
indemnity for loss from an ordinary accident, the plain- 
tiff should logically and probably would recover if this 
matter were brought to the attention of the court. The 
double indemnity provisions have not been demanded by 
the public but are an effect of unfair competition. The 
public demands them from one insurer because competi- 
tors give them. The public would be foolish if it did not 
take them under existing conditions. 
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Increase of Benefits. Althong:h not mentioned in any 
of the answers of the insurers, it may be well to discuss 
briefly the ordinary provisions of present policies provid- 
ing for an increase of benefits by reason of payment of the 
jiremium for a definite time, usually a year, or by reason 
of renewal of a policy. The primary reason for omitting 
such provisions from the form submitted for criticism is 
that snch provision disregards the fundamental principle 
of insurance contracts; namely, indemnity. The viola- 
tion of this principle results in discrimination between 
policyholders and in the violation of the antidiscrimina- 
tion law. Moreover, the provisions mislead the policy- 
holders as to the nature of the contract and very rarely 
effect an increase of benefits. 

Complaints Inherent in the Business. It is said that 
complaints are inherent in the business because human 
nature is as it is. This objection to the policy form is 
unwarranted unless the objection distinguishes health and 
accident insurance from other kinds of insurance. If it 
be claimed that health and accident insurance is different 
from other kinds of insurance by reason of the fact that 
the claimant's own body is affected, then there must be 
some distinction presented between health and accident 
insurance and workmen's compensation insurance. The 
department has at least ten complaints in accident and 
health insurance cases to one in all other branches of 
insurance, and it has hundreds of complaints in health 
and accident cases to one in workmen's compensation. It 
is obvious that the department receives only a fraction of 
u percent of the complaints that are made to the insurers 
and that there are many legitimate complaints which do 
iiot reach the department, or even the insurers. The 
obvious fact is that the numerous complaints are due to 
the way the business is conducted. 

Moral Hazard. The objection is made to the policy 
form submitted that it omits the usual clauses of the pol- 
icies now being issued designed to protect the insurer 



Di.itzfid by Google 



loo Health and Accident PoUcie* 

against fraudulent claims. If the scope of the observa- 
tions be limited to danses and provisions of polity forms 
which are held by the insurers to be determinative of 
liability "or the amount of liability and company prac- 
tices in the settlements of claims be excluded therefrom, 
the objection is well stated by the Illinois Health Com- 
mission as follows : 

"The problems arising from fraudulent claims, 
malingering and the simulation of injuries and dis- 
ability are serious problems which will have to be 
faced tmder any form of health and accident insur- 
ance so long as human nature remains substantially 
as it is at present constituted. The casualty com- 
panies have had valuable experience in dealing with 
these problems and this experience should be utilized 
In any attempt that may be made to secure a more 
general use of health and accident insurance hy 
wage-earners or others." 

The law does not authorize contracts onder which lia- 
bility or the amount of liability is determined by the cir- 
cumstance of immediate, total or partial disability, the 
attendance of a physician or surgeon, confinement to the 
house, visible marks on the body, etc. Liability under a 
policy of health and accident insurance depends on the 
fact of whether or not the kind of loss embraced in the 
contract under the law has resulted from the occurrence 
of an accident or a disease not excepted from the policy. 
The fact must be established by evidence. The rule of 
law as to the probative force of such provisions in a con- 
tract is stated as follows : 

"The courts are not inclined to pay much respect 
to provisions of the policy which purport to control 
or modify the laws of evidence, ti case of any dis- 
puted material fact the question whether the injury 
was accidental must go to ihe jury. The jury, too, 
is apt to decide the fact upon the testimony before 
them, without much regard .to any rule of evidence 
that may be specified in the contract." Bichards on 
Insurance Law, section 395. 
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The rule is more clearly and definitely stated in a case 
where the policy required a visible mark npon the body 
as determinative of liability. 

"We are inclined to the opinion that this condition 
in a policy presents a question of evidence and one of 
law. At any rate, a provision of this character in an 
accident policy will not be enforced by the courts, 
where the tendency would be to stifle the course of 
justice. While it is true that the relations between 
the insurer and the insured are contractual;, the 
courts will not permit the accident insurance com- 
panies to establish rules of evidence which are wholly 
at war with fundamental principles of evidence, 
which govern the courts in the administration of jus- 
tice." Trone v. Assurance Corporation, XIII, Ohio 
Dee. 298. 

Disability immediately after an accident is evidentiary 
of the casual relation between the accident and the dis- 
ability. Postponement of disability raises a presump- 
tion of a want of casual relation between an accident and 
disability. Confinement to the house is evidence of total 
disability and total loss of time, but is neither conclusive 
of disability nor of the degree of disabihty. 

Evidence of immediate disability or of postponed dis- 
ability, the attendance or non-attendance of a physidan 
or surgeon, confinement or non-confinement to the house, 
etc., in the proof of loss are no more conclusive upon the 
question of liability or the amount of liability under the 
decisions of the courts, even before the enactment of the 
Standard Provisions Law, than they are when provisions 
of the policies. They are not available as defenses in 
any case. 

Under the law the amount of the liability under an 
accident or health contract is limited to the amount of 
loss established by the claimant and is also limited to the 
amount of insurance provided by the policy for tliat kind 
of loss. In case a claim be for loss of time there is the 
further limitation under Standard Provision No. 10 of 
the indemnity for a definite period of time. 
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The amount of liability for loss of time, except in cases 
of loss of life immediately on an accident, can only be 
determined with the lapse of time. Immediate disabil- 
ity from acddent is not an invariable accompaniment of 
loss of time from accident or disease. The attendance of 
a physician was impossible in many influenza cases. Con- 
finement to the house is not an invariable accompaniment 
of total disability from either accident or disease, and if 
made determinative of liability or the amount of liability 
tends to malingering and in some cases to an increase of 
the degree of disability (tuberculosis). I suggest an hon- 
est analysis of present conditions as to this disease. 

The real or willful failure of the writers of the criti- 
cisms to understand the theory of the policy suggested 
respecting partial losses, which is also the theory of the 
law, arises out of the failure to differentiate the requisite 
elements of health and accident insurance contracts from 
the elements of contracts of wager. These requisites are 
in no way different from the requisites of any insurance 
contract. They may be differently regulated and subdi- 
vided, but fundamentally they are the same. 

As an additional reason for omitting the provisions 
dealing with the evidence of loss and the amomit theireof 
from the policy form submitted, I desire to surest that 
under present conditions the dishonest claimant is the 
favored claimant. The fraudulent claim is the one tiiat 
met;ta all the demands of the present policies and is the 
one which is paid. Paraphrasing the statement of W. 
Edward Magruder, M. D., medical examiner and adjuster 
for accident insurance companies, he says : '*Many fraud- 
ulent claims are so well prepared to meet the require- 
ments of the policy that many of them are paid by the 
claim departments without question." 

The fraud is told that if he will show certain condi- 
tions, "immediate disability from accident," "confine- 
ment to the house," "attendance of a legally qualified 
physician at least once a' week," "continuous disability," 
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etc., he will be paid certain sums of money regardless of 
}ii8 actual loss, and, naturally, he makes his claim accord- 
ingly. The insurers have estopped themacflVes from 
rejecting the claim by putting these provisions in their 
policies and are without defense to fraudulent claims. 
The honest claimant gives ihe facts asked for and there 
is applied to the adjustment of his claim the assumptions 
made in the policies as to the earmarks of dishonest 
claims. Under such conditions the honest claimant is 
manifestly the victim of discrimination. 

The purpose of the proof of loss blanks under the 
form of policy submitted would be to obtain evidence of 
actual loss and any evidence showing that loss had been 
sustained and the amount of the loss should be demanded 
and furnished. The burden of proof would be shifted 
from the insurer, as is liie case at present, to the claim- 
ant, as would be just and proper, and the insurer could 
successfully defend against a dishonest claim on the 
ground of fraud. 

To the honest performance of the insurer's duty, men- 
tal integrity is a prerequisite to tiie preparation of a 
contract or the adjustment of a claim. The evidence or 
jjroof of a claim must be weighed just as it is weighed in 
every case in the courts. Every claim must be adjusted 
by someone on the evidence. The honest adjuster has 
been hampered in his work by limitations and restric- 
lions in the policies which have absolutely nothing to do 
with determining liability or the amount of liability, and 
further by the fact that adjusters for competing com- 
panies determined liability and the amount of liability 
according to such irrelevant provisions. The dishonest 
adjuster, of course, operated most inequitably when he 
had an interest in rejecting and reducing claims. All 
controversy would not be removed by the elimination of 
provisions of this character from policy forms, but the 
crooked adjuster could not reject or reduce claims for 
reasons which wero not relate to the cause of loss and 
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the loss actually suffered by a claimant and controversies 
would practically be limited to questions of fact. The 
policy form submitted would not reform a dishonest 
adjuster, but it would compel him to make adjustments 
on the right basis and would give the honest adjuster the 
advantage his company should have with prospects. 

Defective Pharseology. The changes in phraseology 
which have been made in the revision in no way change 
the insurance provided and would affect in no way the 
liability of the insurer. In the preparation of the original 
I>olicy too much force was perhaps given to subsection 
(9) of the Standard Provisions Law, which provides for 
the construction of a policy under the law if it be issued 
in violation of the law. ' ' But why not use the phraseologj- 
of the lawT" is a pertinent question. This has been done 
in most of the changes made. Where a change has been 
made and the phraseology could not be taken from the law 
the change has been made because possibly the change 
gives greater clarity. 

Conclusion. The discussion of the criticisms presented 
has necessarily been fragmentary, disconnected, and 
repetitious because the criticisms are manifestly based 
on no common and comprehensive theory of the business 
or construction of the law. The criticisms in fact are not 
real criticisms, hut are a defense of present policy forms 
based on the false assumptions that they are an evolution 
to meet the demand for this kind of insurance and that 
the Standard Provisions Law was not designed to regu- 
late the business. The fact that the scope of the field 
of operation of the insurers in this class of insurance is 
being constantly restricted by law (workmen's compen- 
sation) and the action of the insurers (the manifest tend- 
ency to get away from industrial business, where this 
insurance is most needed, and to do a commercial busi- 
ness exclusively), is conclusive proof that the demand is 
not being met. The growing demand for social insur- 
ance, the shortness of the life of health and accident pol- 
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icies, the great expense of administrating the business, 
and the small amount of business as compared with its 
possibilities, are additional evidence that the business 
under present conditions is not meeting the demand. 
Evolution is a process of growth and development and 
not of elimination and decay. NoUiing is being done 
by present insurers to meet the demand for billions of 
health and accident insurance. On the contrary, the 
things which woiild give the business life and growth are 
opposed. Under present practices, the cost of insurance 
is not ascertained, no real rates are calculated and no 
scientific classifications of risks are made, and yet these 
are essential if the business is to live and grow. 

The conclusions arrived at from a study of the criti- 
cisms of the policy form submitted to the insurers differ 
radically from the general criticism made at the head of 
one report. 

1. The present policy forms are indefinite and 
ambiguous and literally construed do not provide the 
insurance authorized by the Standard Provisions 
Law. 

2. The adjustments under present policy forms 
are inequitable, and if the present forms are contin- 
ued in use future adjustments must be inequitahle. 

3. Eadical changes in present policy forms must be 
made if the business is to meet the demands of the 
future, or even to meet present needs. The immediate 
change required is health and accident policies form- 
ulated to provide the insurance authorized by the 
Standard Provisions Law. 

4. The policy form submitted for criticism and sug- 
gestions was designed to provide all the insurance 
authorized by the Standard Provisions Law and with 
the slight changes in pharseology in the revised form 
unquestionably does so. 
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